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BANKING AND TRUST 
SERVICES TO MEET 
TODAY’S NEEDS 





As trustee under individual or pension trusts—as 0 
executor, administrator or in any trust capacity—Irving ) 
Trust Company is geared to give prompt and efficient 
service. More important, the affairs of its beneficiaries ( 
are handled by specialists with the practical experience ( 
and foresight to keep an eye to the future in meeting ( 


the needs of today. | 0 
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ONE WALL STREET - NEW YORK I5, N. Y. ) 
Capital Funds over $118,000,000 + Total Resources over $1,100,000,000 ( 
WituiaM N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Personal Trust Division i 

Grorce A. Murpuy, Vice President in Charge ) 
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GUARANTY TRUST COMPANY 
OF NEW YORK 


Capital Funds, $373,000,000 


Affording our corresponde nts exceptional service in 


all phases of banking relationships. 


Dealers in 


United States Government Securities 


State and Municipal Bonds 


140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St 
New York 15 New York 18 New York 21 New York 20 
London Paris Brussels 
32 Lombard St., E. C. 3 4 Place de la Concorde 27 Avenue des Arts 


Bush House, W.C. 2 
Member Federal Deposit Insurance Corporation 
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Complete Banking and Trust 


Service in Philadelphia 


For any type of finan- 
cial or fiduciary serv- 
ice in Philadelphia, get 
in touch with Fidelity 

. a Philadelphia in- 
stitution with 83 years’ 


experience. 


Member Federal Reserve System 


Member Federal Deposit 
Insurance Corporation 


FIDELITY-PHILADELPHIA TRUST COMPANY 


ORGANIZED 1866 


BROAD AND WALNUT STREETS, PHILADELPHIA 9 
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Cover Picture . . . It is not inappropriate 


to interrupt our series of photographs depict- 


| ing the various freedoms with this month’s 


view of Canada’s Parliament Building, on a 
high bluff overlooking the Ottawa River. 
Just as trust business in the Dominion, to 
which this issue is devoted, has much in 
common with trusteeship in the United 
States, so do the ideologies, political tenets 
and human aspirations of the two countries 
parallel each other. They have, after all, 
a common heritage in these matters. 
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National Film Board Photo | 


Y., under the Act of 


March 3, 1879. Additional entry at Paterson, N. J., July 23, 1996. 
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BOND FUND 


A High-Grade Bond Fund 
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THE GENERAL 
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A Balanced Fund 
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STOCK FUND 


A Diversified Investmen! 
in Listed Companies 


* 


GROUP SECURITIES, INC 
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information on Group 
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ao ; , f 
affords an inspiring example of the typically American path to for 
. . . - ( 
Progress through Cooperation among enterprises which in many » 
ote. arc 
ways are competitive. for 
of 
To contribute to the progress of other banks through our con- cus 
° oe. * ica 
tinuous research, our correspondent facilities and the broad i 
experience of our organization is a professional service in which “ 
we take genuine satisfaction. 
trus 
We welcome opportunities to cooperate with any who require Oud 
banking or trust facilities in Chicago. This Bank will participate ns 
in the new Bank Wire facilities expected to be available November 1 of | 
for the benefit of our correspondents and other customers. 
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EDITORIAL... 


Canada’s Rising Empire 


TRUSTEESHIP REFLECTS ECONOMIC GROWTH 


VEN in a war-torn age Canadians and Americans do 
not regard it as remarkable that these two great nations 
have existed side by side in peace for over a century and a 
half, on opposite sides of the longest undefended border in 
the world. The development of Canada and the United 
States has been synonymous—both economically and ideo- 
logically—with ever-growing mutual interests, for which 
they have fought, when necessary, victoriously side by side. 
Today, Canada is on the threshold of a great industrial 
expansion which promises to make it a more prosperous 
neighbor with a better balanced economy. To its vast re- 
sources of timber, water power and foods, the recent dis- 
coveries of the huge oil and gas fields in Alberta and 
western Canada, and of iron-ore resources exceeding those 
of the Mesabi Range, spell increasing power and prosperity 
for the entire continent. 

Given a continuing political climate favorable to free 
enterprise, Canada should attain an increasingly high stand- 
ard of living, with benefit to investors, both local and 
foreign, as well as to consumers and workers. Restoration 
of parity in dollar exchange is more and more under dis- 
cussion, and the investment of millions of dollars by Amer- 
ican as well as Canadian companies—and_ individuals 
evidences faith in the Dominion dollar as well as in profit 
prospects. 

In the trust field, Canadian fiduciaries have made notable 
progress since the first trust company opened for business 
in 1882 with 49 trust institutions now reporting total estate, 
trust and agency accounts valued at approximately $3.388,- 
000,000. Their record of safety, fidelity and capable man- 
agement has benefitted not only the several millions of bene- 
ficiaries served during these 68 years, but also the economy 
of the entire nation, through their investment of billions of 
dollars in government financing, home building and develop- 
ment of utilities, railroads and industries, farms and natural 
resources. 

In contrast to the States, where the great majority of trust 
functions are carried on by departments of commercial 
banks or trust companies with commercial banking privi- 
leges, the trust companies of Canada generally confine their 
work to fiduciary activities, with the added function of 
savings of “guaranteed trust” accounts. The system of 
branch offices, with some trust companies operating such 
offices in every province, is another distinguishing feature, 
though a natural one in a country of vast size and often 
areas of sparse population. A comparison of operations, 
however, shows that the functions and problems are, in the 
main, very similar on both sides of the border, though the 
French origins of laws, customs and peoples in Quebec prov- 
ince pose special differences, where the great size of church 
funds and church tax levies have a unique influence. 
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View of Montreal, showing a few of the great buildings in the 
centre of the city. To the left, the Sun Life Building, the largest 
building in the whole British Empire. To the right, St. Jacques 
Basilica, whose architecture was inspired by St. Peter’s in Rome. 





This branch trust office system has been used to advantage 
in the training of personnel and the provision of complete 
and expert service to the small communities as well as the 
metropolitan centers, while preserving the competitive ad- 
vantages of multiple and independent local companies, and 
the head offices feature periodic discussion conferences for 
comparison of ideas and problems of managers and assist- 
ant managers of the far-flung offices. 

A review of the annual reports of many of the 49 trust 
companies of Canada gives additional proof of the versa- 
tility and leadership Canadian trustmen exercise not alone 
in the administration of estate, trust and agency funds, but 
also in their management of business interests in estates and 
close cooperation with corporation customers. The analyses 
and comments of trust company presidents bearing on gen- 
eral economic, taxation and political developments are fre- 
quently and widely quoted in the press to public advantage. 

On the economic front it is interesting to compare certain 
developments in the two countries, particularly in view of 
the increasing inter-relations in business, personal and in- 
vestment fields. 

With Gross National Product totalling $15.9 billion in 
1949, Canada now has annual personal income amounting 
to an estimated $12.5 billion, of which 9% derives from 
interest, dividends and rentals (compared with 3% in the 
U. S.). Life insurance in force in Canada totals approxi- 
mately $14 billion (per capita, $1,000), compared with a 
total of $214.4 billion in the U. S. (per capita $1.426). 
Savings bank accounts in Canada total $4,525 million, as 
compared with $56,900 million in the U. S. 
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Of total expenditures throughout Canada, amounting to 
$15,282 million in 1949, those of the government (Domin- 
ion, Provincial and Local) accounted for 24% (compared 
with 20% in the U. S.), and showed a decrease of 37% 
from the all-time high expenditures during the war year 
1944, while U. S. government expenditures decreased 50% 
in the same period. The cost of living index for Canada has 
risen from the 1935/1939 average of 100 to 160.8 and the 
end of 1949, while that of the United States has risen to 
167.5. 


Comparative data on the growth and proportions of trust 
business and probate records in Canada, covering any ex- 
tended period of years, is too incomplete to tabulate, but a 
review of available figures indicates such progress as to 
make it a major factor in the Canadian economy. 


It is a pleasure to dedicate this issue of TRUSTS AND 
EsTATES to a review of the past and present and a forecast 
of a fine future for the trust business of Canada and the 
increasing welfare of our neighbors. There is much we can 
learn from each other, and it will be our effort to serve 
this exchange of news and ideas to the best mutual advan- 
tage. 

A A A 


Testamentary Egomania 


N the Province of Quebec, where French law is the basis 

of estate as well as commercial transactions and practices, 
a large proportion of the wills are drawn by notaries. These 
notaries are usually called on for a great variety of services 
and it would be expecting a great deal to find them all 
well-informed and experienced in the changing intricacies 
and requirements of estate transfer and trust protection. In 
this Province, notarized wills are not subject to probate or 
recording in the courts and individual executors are not 
entitled to any fees—in such capacity—unless so specified 
in the will. 

As a result, some strange things happen, sometimes to 
the distress of the intended beneficiaries. Then, too, there 
is always liable to be, in any Province or State, the kind 
of testator who imposes his prejudice or shortsightedness on 
the future of his heirs. Whether the notary, in this case, 
failed to realize and warn against such action. or whether 
the testator stubbornly refused to heed caution we do not 
know. But the instance is of a type that happens too fre- 
quently. 

Mr. R. . . . doubtless meant well when he had his notary 
prepare his will, but it contained a restriction that back- 
fired. The trust company which was appointed trustee had 
not been consulted, and upon conclusion of the executorship 
found that the will expressly prohibited sale of Canadian 
Pacific stock. For many years during the testator’s lifetime 
this had been a good investment and paid handsome and 
regular dividends, so he doubtless figured it would always 
so continue, and had put 98% of his savings into the stock. 
He further provided that the trustee could pay only income 
to the wife during her lifetime. 

Unfortunately, just after his death, the company passed 
its dividend—and no more were declared for ten years. The 
subsequent return to a paying basis was of no help to the 
widow or the children during the intervening long and cru- 
cial time. The trust company’s hands were tied by the dead- 
hand, and what could have been a bequest of security be- 
came one of enforced penury. 
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Controls: Right or Wrong ? 


HE extent and vigor with which economic controls will 

be applied from Washington will continue to be a ques- 
tion and subject for debate until the last possible directive 
has been issued. Here are reprinted without comment two 
widely divergent views, both of which have considerable 
acceptance. (Pravda please copy: It is still possible to dis- 
agree on vital matters in the United States.) 

By Malcolm Forbes, in Forbes: 


BARUCH IS RIGHT 


Piecemeal mobilization already threatens unnecessary 
economic chaos. 

It was a costly failure in World War I. It created endless 
delay and costly confusion in World War II. 

In the few weeks of Korean war we have witnessed an 
inexcusable wave of price rises, much profiteering. Every 
day that passes makes price controls more essential, yet 
more difficult to enact. With every price increase comes 
greater pressure for wage boosts. With them, go more rises. 
Rampant inflation threatens at a time when military spend- 
ing must skyrocket. 

Nothing short of full mobilization can prevent economic 
as well as military disaster. 


Wall Street Journal: 


CONTROLS NOT NEEDED 


Did we not have controls in two world wars and were 
not marvels of production accomplished? That's just the 
story that the controllers like to tell each other. The fact is 
that in World War I American troops were armed with 
foreign made arms and American airplanes never went into 
action. The best job of supplying the allies was in food where 
controls were held to the minimum. 

And in World War II, we can easily recall the synthetic 
rubber scandal where the production of a vital commodity 
became enmeshed in a lot of bureaucratic bickering. 

The remaining argument for controls is that without 
controls prices will skyrocket. Why will they? Because the 
government will borrow to meet a deficit and increase the 
money supply. And what does that boil down to? To just 
this: The government will create chaos because it cannot 
control itself and so the thing to do is to have the govern- 
ment control everything. We think little of such reasoning. 

If Congress must pass a law, let it pass one that says as 
briefly as legal language will allow that the government is 
a preferred customer. 
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TATES 


(ED rust Companies 


SHOW CONTINUED GROWTH 


trust 
experience 


ANADIAN companies con- 
ee to substantial 
growth and enhanced public confidence, 
as revealed by official statistics and an- 
nual reports of the companies.+ As of 
December 31, 1949, trust companies 
were administering estates, trusts and 
agencies aggregating $3,388,079,464.* 
compared with a total of $797,110.138 
a quarter of a century earlier. For 1948. 
the total was $3.312.445.115. In 1900. 
these funds were a mere $13.000.000. 
Net profits for 1949 were $4,350.67] 
compared with $2,335,370 for 1924 and 
$3.985,289 for 1948. 


As in the United States. there are 
Federal and local chartered trust com- 
panies. However, whereas State institu- 
tions are estimated to account for not 
much more than half the total south of 
the border, Provincial companies ad- 
much in 


minister about five times as 


estates, trusts and agencies as do Do- 


minion incorporated companies. the 
1949 figures being $2.827.988.797 


$560.090.667. This has 


persisted through the years. the 1924 


against ratio 


figures showing $674.027.849 and 
$123.082.289. 
What Reports Show 
Of the 49 institutions actively en- 


gaged in fiduciary business with the 
public, 27 made their annual reports for 
1949 available to Trusts AND EsTaTEs. 
These companies were handling some 
$3.256.500.000 in trusts 
agencies, or roughly 95‘7 of the grand 


estates, and 
total. Most of the reports give specific 
data that make possible a comparison 
of activities in 1948 and 1949; in some 
cases comparison of the reports for the 
two years, or recourse to separate in- 
formation develops figures indicating 
trust progress. 


General comment in the reports is 
on the whole optimistic and included 
statements such as: “substantially high- 


*On the accompanying table, some companies 
failed to respond with their figures for 1949, but 
the 1948 amounts were available for all but four 
through the official Provincial reports. 

*We are indebted to Superintendent of Insurance 
R. W. Warwick for this all inclusive figure and 
certain comparative data in this article. 
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ESTATES, TRUSTS 


AND AGENCY 


$1,010,708 


1920 





$17031842 ===> 





1940 


The Nova Scotia Trust Co. shows 30-year growth. 





er,” “new business reached an all time 
high,” “best year in our history,” “re- 
markable progress,” “particularly fine 
year.” “future improvement is assured.” 
“demand for estates, trusts and agencies 
services continues to increase,” “increas- 
ing amount of potential business .. . a 
matter of great satisfaction.” 
Twenty-five of the 27 companies show 
an increase over 1948 in the volume of 
the estates, trusts and agencies account. 
Two companies show slight declines but 
both these two indicated improved net 
earnings. Five of the 25 report their 
estates, trusts and accounts io 
be at an all-time high. Ten institutions 
report increased gross earnings for the 


agency 


year over the preceding year. one with 
an all-time high. Nine report increased 
net earnings, again one with an all-time 
high. Eight companies 
bright prospects for future business, in 


comment on 


most cases the optimism being based on 
the increased number of active accounts 
or the number of wills filed in which 
the company was named. 

Excerpts from selected reports follow 
in geographical-alphabetical order (with 
number of annual report in parenthe- 


sis): 
CENTRAL Trust Co. oF Canapa, Moncton, 
N. B. (30th): 


1949 was the best year in our history, with 
profits and business at a new peak. 


MaritiME Trusts Co., Saint John, N. B. 


(21st): 


Another year of progress has been made as 
shown by the financial statement, and it is 


encouraging to know that the net earnings of 
the company. continue to improve from year 
to year. .. 


Eastern Trust Co., Halifax, N. S. (57th): 


Fifty years of progress: 
Assets under 


Year administration 
1899 : a 
1909 9,034,181 
i ee ee eee 23,271,221 
1929 48,623,534 
1939 62,486,720 
1949 110,456,277 


Nova Scotia Trust Co., Halifax, N. S. 
(39th) : 

The result of the past year’s operations con- 
stitutes a record in the history of the com- 
pany. In addition to the business now on our 
books it is very encouraging to know that an 
increasing number of Nova Scotians are nam- 
ing this Nova Scotian company as executor 
and trustee under their wills. 


Acapia Trust Co., Truro, N. S.: 


Our business grows: 
Guaranteed funds 


Year Estates and Trusts 
1921 rs seus aad $ 846,985 
| ne eee nTee Sc 3,717,517 
ed 6,641,083 
1949 10,938,257 


3ROCKVILLE TRUST AND Savincs Co., Brock- 
ville, Ont. (64th) : . 


Estates, Trusts and Agencies 
under administration: 


1930 $ 30,988 
i, eRe ante Statens turbine 927,222 
1949 2,413,292 


Victoria Trust AND Savines Co., Lindsay, 
Ont. (54th): 


The annual statement of the company... 
shows continual steady growth through the 
adding of another one and one-quarter mil- 
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steadily rising curve. 





lions to its total assets under administration. 
. . increase its dividend rate to 7%. 


CANADA Trust Co., London, Ont. (48th) : 


(A substantial growth in assets was ac- 
companied by profits of $174,072, this being 
an increase of almost $50,000 over the pre- 
ceeding year.) 


OTTAWA VALLEY Trust Co., Ottawa, Ont.: 


The value of estates, trusts and agency 
accounts under administration of the com- 
pany at the end of the year (the company’s 
third full year of operation) amounted to 
$7,031,637, an increase of $1,466,802 over the 
corresponding figure for the previous year. 


Grey & Bruce Trust & Savincs Co., Owen 
Sound, Ont.: 


Estates, 1939 . $1,331,319 
Estates, 1949 $3,516,950 
. during 1949 we distributed to benefi- 
ciaries more than $750,000. It is encouraging 
to note that we are receiving an increasing 
number of appointments as executors on wills. 


CANADA PERMANENT Trust Co., Toronto, Ont.: 

The year 1949 has been a satisfactory one 
for our company and has resulted in new 
records for our volume of business and net 
earnings. . . . The rate of growth for the 
Canada Permanent Trust Company between 
those years (1939 and 1948) was 47%, or 
more than twice the average. Adding on the 
results for the year 1949, the increase for 
our company since 1939 is over 59%. 


Crown Trust Co., Toronto, Ont. (53rd) : 


(In 1949 the Crown Trust Co., experienced 
the best year in its history. Both earnings 
and volume of business under administration 
reached an all time high. After deducting all 
charges, including $50,000 for income taxes, 
net profits for the year were $138,500, or 
equal to $10.93 a share.) 


GuaRANTY Trust Co. oF CANADA, Toronto, 
Ont. (24th): 


Estates and trusts have registered a net 
gain of $2,106,156 over the preceeding year, 
despite unusually large payments to benefici- 
aries through the settlement or winding up 
of estates and trust accounts. The increasing 
amount of potential business through the 
naming of our company as executor and trus- 
tee under wills is a great satisfaction. 


(Continued on page 617) 
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ACTIVE TRUST COMPANIES IN CANADA 


Estates, 
Institutions! Head Office No. Date of Trusts and 
Branches Incorp.* Agencies® 
Dominion 
Canada Permanent Trust Co. _.... Toronto, Ont. 11 1913 $ 78,343,465 
Coneds Teast Co, cues London, Ont. 12 1894 108,071,310 
Chartered Trust Co. Toronto, Ont. 1 1905 37,500,475 
Commercial Trust Co. Ltd. —.............Montreal, Que. — 0 1904 +8,073,016 
Eastern Trast Co, —_____._..__.._..._ .. Halifax, N.S. - 10 1893 90,314,673 
Guaranty Trust Co. of Canada - Toronto, Ont. 7 1925 40,041,835 
Northern Trusts Co. : ; Winnipeg, Man. 4 1904 17,660,020 
Ottawa Valley Trust Co. - .........--Ottawa, Ont. 0 1945 7,031,637 
Premier Trust Co. Toronto, Ont. 2 1913 6,997,255 
Prudential Trust Co., Ltd. __ Montreal, Que. 5 1909 8,434,483 
Sterling Trusts Corp. —.___________ Toronto, Ont. 2 191] 7,560,139 
Western trast Co, _Winnipeg, Man. 2 1906 3,794,151 
413,822,459 
Alberta 
British Canadian Trust Co. _. _Lethbridge 0 1901 3,727,510 
Security Trust Co. Ltd. Calgary 0 1911 —__ 150,556 
3,878,066 
British Columbia 
Okanagan Trust Co. - ‘ Kelowna 0 1935 107,576 
Westminster Trust Co. - _New Westminster 0 1904 427,363 
Yorkshire & Canadian Trust Ltd. Vancouver ] 1887 NA 
834,939 
Vanitoba 
Economic Trust Co, —. _____..Winnipeg 0 1908 NA 
Equitable Trust Co. Winnipeg 0 1910 191,408 
North Canadian Trust Co. Winnipeg 0 1913 NA 
Osler and Nanton Trust Co. Winnipeg 0 1911 3,439,711 
~~ 3,931,119 
New Brunswick 
Central Trust Co. of Canada Moncton 4 1920 10,621,369 
Maritime Trust Co. St. John 1 1911 6,192,770 
16,814,139 
Newfoundland 
Newfoundland Trust Co. Ltd. Corner Brook 0 NA NA 
Nova Scotia 
Acadia Trust Co. Truro 0 1920 9.478.647 
Nova Scotia Trust Co. Halifax 3 1912 17,031,842 
26,510,489 
Ontario 
British Mortgage & Trust Co. Stratford 0 1877 856,337 
Brockville Trust & Savings Co. Brockville 0 1885 2,413,293 
Crown Trust Co. Toronto 7 1897 88,971,794 
Grey & Bruce Trust & Savings Co. Owen Sound ] 1926 3,516,950 
Industrial Mortgage & Trust Co. Sarnia 2 1889 1,147,112 
Lambton Trust Co. Sarnia 0 1928 2,147,383 
National Trust Co. Ltd. Toronto 6 1898 341,937,862 
Toronto General Trusts Corp. Toronto 9 1872 280,914,097 
Victoria Trust & Savings Co. Lindsay 0 1897 2,899,326 
Waterloo Trust & Savings Co. Kitchener 3 1913 13,974,150 
738,778,304 
Quebec 
Barclays Trust Co. of Canada Montreal ] 193] 416,663,436 
Guardian Trust Co. Montreal 0 1930 12,067,709 
Imperial Trust Co. Montreal 0 1910 712,348,235 
Montreal City & District Trustees - Montreal 0 1939 13,552,882 
Montreal Trust Co. Montreal 9 1889 857,719,534 
Morgan Trust Co. Montreal 0 1916 ¥3,438,589 
Royal Trust Co. Montreal 12 1892 965,017,830 
Sherbrooke Trust Co. Sherbrooke 0 1886 ¥8,446,973 
Societe d’Administration et de FiducieMontreal 5 1902 125,346,317 
Societe National de Fiducie Montreal 0 1918 29,184,966 
Trust General du Canada Montreal ] 1909 84,554,682 
2,128,341,103 
Saskatchewan 
Executors & Administrators Trust Co. _Moose Jaw 0 1912 1,456,514 
Retailers Trust Co. Saskatoon 0 1924 611,144 
- "2,067,658 
cs age Bo OF eae and year of commence- $3,334,979,276 
ment of business do not coincide. Where possible, earlier year is 
given. 


As of Dec. 31, 1949, except where otherwise noted. 

NA—Not available. 

+As of Dec. 31, 1948. 
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_Fiduciaries Financial Service 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Complete Estate and Income 
and Interest Tax Administration 
Handling of Security Preparation of Court 
Sales and Purchases Accountings 
Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Department, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 





Member Federal Deposit Insurance Corporation 
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BRITISH 
COLUMBIA 


\ 


Vancouver I-II 


F we measure from the time when 

the fiduciary became a real factor 
in the economic life of the community, 
the Canadian trust company is about 
fifty years old. We have our counter- 
part for the Old Parr of United States 
fiduciaries — the famous Pennsylvania 
Company with the long name and his- 
tory. The Toronto General Trusts Cor- 
poration was incorporated in Ontario 
in 1872. But if we consider the genus 
rather than the fabulous progenitors, 
the Fiduciary Americanus has better 
than a quarter century start on the Ca- 
nadian species. The active period of 
incorporation in trust company history 
in the United States was the ten years 
preceding 1875. The Fiduciary became 
a familiar sight in the wilds of eastern 
Canada at the turn of the century. 


Both species have developed rapidly 
in somewhat different environments. 
Now that I have invited comparison 
it would be wise, before describing the 
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Trust Business 1n Canada 


IN BRANCH SET-UP 


WINSLOW BENSON 


growth and dimensions of the Canadian 
Fiduciary, to make clear just what kind 
of animal it is. The distinguishing char- 
acteristics of the two species have be- 
come definitely marked in this brief 
period of their evolution. 

The American Fiduciary is amphibi- 
ous—equally at home in the financial 
element distinguished as banking. A 
highly complex creature, it adapted it- 
self rapidly to its economic environ- 
ment and developed functions to meet 
the changing demands of the American 
financial community. First classified 
with the insurers, it passed through 
phases of kinship with banks, safe de- 
posit institutions, loan and real estate 
companies, fidelity and title insurers. 
This versatility prompted an early cen- 
tury writer (born thirty years before 
the modern drug store) to describe it as 
“the department store of finance.” 


The Canadian Fiduciary is a much 
simpler species. Throughout its short 
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DEVELOPMENT OF STRICTLY FIDUCIARY COMPANIES 


Corporate Trust Officer, National Trust Company Limited, Toronto, Canada 
Author of “Business Methods of Canadian Trust Companies” 
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history it has maintained its elemental a 

function and has experienced none of ing 

the mutations of its southern prototype. | «4 

How does it happen that the develop- pri 

ment of Canadian and United States | 
institutions, which is parallel in so many 

other financial fields, varied so sharply 

in this department of service? The bank- | 

ing function so overshadowed the purely nad 

fiduciary function in the development ~— 

of the American trust company that the res 

institution became a bank with fiduci- | "0 

ary powers. It is particularly interesting of | 

to observe why this development was the 

not paralleled in Canada. ear! 

and 

Companies may be incorporated inf} tion 

Canada either under Dominion (fed-| 4,, 

eral) or Provincial legislation. But] tion 

under our constitution the Dominion] to | 

parliament has exclusive jurisdiction} Am, 

over banks and banking. The first Ca-} cha, 

nadian trust company was incorporated} fidy 

in Ontario and was not given, nor could) gyit 
be given, banking powers. Five other 

SEP 
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This map shows the location of trust company head 
offices and branches throughout the Dominion of 
Canada. The figures accompanying each city indicate 
respectively the number of head offices and branches. 
The population of communities where corporate trust 
service is thus available runs from a low of 2,500 for 
Sackville, N. B., to a high of 900,000 for Montreal. 
A statistical tabulation appears at page 564. 
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trust company charters were granted in 
the Provinces of Ontario and Quebec 
before 1900. Thus the pattern of the 
institution was established. Three 
trust companies received Dominion in- 


new 


corporation before the turn of the cen- 
tury but their function was recognized 
as a special one and it was natural to 
exclude them from the recognized spe- 
ialized field of banking. Hence the trust 
company became a recognized and dis- 
tinctive entity in the financial sphere. 
Its operation was very soon controlled 
and strictly supervised by general trust 
legislation in the Provinces 
inclination for the 


company 





Where 9 trust companies occupied 
the field in 1900, a half century of de- 
velopment in Canada now has 49 com- 
panies actively engaged in fiduciary 
business with the public. Of these, 14 
are Dominion Government incorpora- 
tions, 10 are incorporated in Ontario, 
9 in Quebec, and 16 in the other Prov- 
inces. But this does not mean that the 
Canadian public can obtain fiduciary 
service at only 49 places of business. 
This brings us to a unique feature of 
the Canadian trust company — branch 
organization. 


The Branch Set-up 


Ontario and Quebec. Its merits are obvi- 
ous. Fiduciary service is available in a 
community of, say, 100,000 population 
on the scale, of the quality and with 
the degree of financial responsibility 
guaranteed by the strongest and oldest 
Canadian trust companies. 

The economics and technique of the 
branch organization are still in course 
of development. The company’s board 
of directors and the group of top exec- 
utive officers at head office direct the 
policy of the whole organization. Ex- 
pensive and specialized services such as 
those involved in the investment and 


and there was no taxation departments are available to 
ental | banks to seek fiduciary powers. Bank- Only two Canadian companies have ll branches. Advertising is largely a 
re of ing and fiduciary business have remain- more than one place of business in the head office function. The area of central- 
type. | od mutually exclusive fields of enter- same community. These “branches” are  jzation is controlled by the essential ne- 
elop- prise in Canada. outlets for deposit business similar to cessity of branch personnel and equip- 
states : " ; the community banking outlets of some ment capable of dealing efficiently and 
weer Growth Cireumscribed American trust companies. They are promptly with all the urgent local prob- 
"srs This explains why the growth of Ca- rare in Canada because of the wide fa- lems of trust administration. 
urely nadian trust companies does not appear cilities — by the arene bent. The establishment of a local “Advis- 
ment | U™Pressive when compared with Ameri- But excluding this unusual type of ory Board” is now general. A small 
it the | Cam Statistics. Leaving out of considera. branch omy 24 of the Canadian com- group, chosen for their prestige in the 
duci- | "0" the difference in population growth oi — a —_— organization ve geographical area served by the branch, 
ni of the two countries, the expansion of ye mg en "a o ar eed — meet regularly to advise the branch 
wie the American institution was, in its Of 147 offices, thus bringing to 172 the manager on administrative problems 
earlier phase, a banking growth. Later, umber of places where a complete fidu- and matters of local policy. Their func- 
and now, it is the growth of an institu- ciary service is available. The typical jon js advisory—they have no such 
sd in} tion with combined banking and fiduci- !arge Canadian trust company carries  |egal status as the company’s board of 
(fed-} ary functions. The Canadian institu. 0” business in at least five of the Cana- directors. Personnel are recruited with- 
But} tion was not free to shape its business dian Provinces. Two companies have jn the community and every effort is 
inion} to the needs of the community. The Offices outside of Canada. made to establish the branch as a local 
iction} American trust company was able to This development followed the pat- institution. There is practically no par- 
t Ca-} change to suit its public: the Canadian tern of Canadian branch banking and allel with branch banking technique 
rated} fiduciary had to change its public to is largely due to the historic centraliza- since an almost complete trust organiza- 
—_ suit its powers. tion of Canadian financial activity in tion is required—a much more complex 
other 
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PROPERTY 
IN 
CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 


Enquiries Invited 


NATIONAL 
TRUST 
COMPANY 
LIMITED 


20 King Street East 
Toronto, Canada 

Winnipeg 

Vancouver 


Montreal Hamilton 


Edmonton 


Assets Under Administration 


$377,000,000 
Annual Report on Request 


COMPLETE 
FIDUCIARY 
SERVICE 


We offer cooperation in 
Trust Matters based on 
our thorough knowledge 


of Southwestern Ontario 


THE LAMBTON TRUST CO. 


LIMITED ; 


191 North Front Street 
SARNIA - ONTARIO 
CANADA 
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organization with greater local responsi- 
bility than is required in branch bank- 
ing. 


Guaranteed Trust Accounts 


The reference which has been made 
to deposit business in connection with 
branch organization may appear confu- 
sing in the light of what has been said 
about banking. Most of the Canadian 
companies do a deposit business and 
allow fixed interest on regular chequing 
accounts. While this practice is not es- 
sentially banking in a legal sense, it is 
also clearly distinguishable from bank- 
ing under the various Provincial statutes 
and the Dominion Act pursuant to which 
the power is exercised.' Such monies 
are received in trust and must be ear- 
marked as trust funds. They may be 
invested only in the restricted manner 
prescribed by the legislation and the 
investments are similarly ear-marked so 
that these “guaranteed funds” are in no 
sense company assets or liable for com- 
pany obligations. Administration of the 
various acts ensures a high liquidity 
ratio. 

Other guaranteed funds are received 
by the companies against investment re- 
ceipts and are held in trust in a manner 
similar to trust deposits. The companies 
agree to invest such moneys and to pay 
interest at a guaranteed rate. The 
moneys are repayable at a fixed date. 
usually in one to five years. The contract 
under which both these classes of trust 
funds are administered provides that. 
as its remuneration, the trustee shall 
retain the income earned from the in- 
vestment of the funds in excess of the 
guaranteed interest rate offered. 


Deposit banking creates a_ debtor- 
creditor relationship. The Canadian 
trust company depositor is a cestui-que- 
trust. but he also holds the guarantee of 
the company for repayment. His secur- 
ity lies in the ear-marking of the trust 
assets and in the restriction on method 


of investment. 


Trust deposits and other guaranteed 
funds may not be invested in the man- 
ner in which bank capital and deposits 
are chiefly put to work. Neither may 
company funds. 


With one minor and limited execp- 
tion? nothing resembling bank loaning 
is within the sphere of the trust com- 
pany. Similarly the companies may not 
sell their debentures. That is the method 
of loan company finance and the issue 





'The British Columbia Act is an exception but its 
provisions create a similar result. 


of guaranteed investment receipts is an 
entirely different practice. Trust com- 
panies do not sell their own credit 
their business is not borrowing and 
lending. They may not invest in real 
estate except for business premises. 
They do not engage in the business of 
investment banking. The philosophy be- 
hind all this legislation is directed to 
ensure that the fiduciary institution 
shall be exposed to none of the risks 
attending such financial enterprise as 
banking, loan and real estate business. 
Not one dollar of trust assets has been 
lost through failure in Canadian trust 
company history. 


Size of Funds and Assets 


Total assets of the 49 Canadian trust 
companies (company funds)* are ap- 
proximately 85 million dollars. Their 
total liabilities to the public are less 
than nine millions. 


Total liability for guaranteed funds is 
over 300) million dollars. including 
something less than 140 millions of 
trust deposits. The investments which, 
with nearly 15 millions cash. are held 
in trust on guaranteed fund account 
include less than 100 millions of mort- 
gage loans, and only a small proportion 
of this amount relates to trust deposits. 

The significani figure which is an in- 
dex of the place of the trust company 
in Canada’s economy is the account for 
Estates. Trusts and Agency funds (as- 
sets under administration).' It exceeds 
three billion 300 million dollars. When 
it is realized that the total resources 
of all Canadian trust companies in 1900 
were litthe more than 25 millions. the 
measure of a half century's growth can 
be appreciated. 


It is in the purely fiduciary field that 
this growth has taken place and it seems 
unlikely that the receipt of deposits and 
other guaranteed funds will be a signi- 
ficant factor in future growth. An in- 
stitution, established only fifty years. 
which finds itself entrusted with over 
three billion dollars of the wealth of 
Canada’s fourteen million citizens. can 
feel confident that it has convinced its 
public of the value of corporate fiduci- 
ary service and need have little doubt 
of its future opportunities. 


2A limited proportion of company funds may be 
invested in certain collateral loans. 


°‘This, and the following statistical material are, 
in the main, given as of Dec. 31, 1949. The balance 
are from 1948 reports. Lack of statistics in some 
Provinces has made an estimate necessary in a few 
cases. 


‘This figure does not include trust indenture 
business or reflect corporate agency services. 
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NEw YORK [TRUST 
COMPANY 


100 BROADWAY 


TEN ROCKEFELLER PLAZA «+ MADISON AVENUE AND 40TH STREET 
MADISON AVENUE AND 52ND STREET « SEVENTH AVENUE AND 39TH STREET 


60 Years of Trust Service 


MALCOLM P. ALDRICH 
New York 
GRAHAM H. ANTHONY 
Chairman of the Board 
Colt’s Manufacturing Company 
ARTHUR A. BALLANTINE 


Root, Ballantine, Harlan, 
Bushby & Palmer 
JOHN FE. BIERWIRTH 
President, National Distillers 
Products Corporation 
STEPHEN C. CLARK 
The Clark Estates, Inc. 
WILLIAM FF. CUTLER 
Vice President 
American Brake Shoe Company 
RALPH S. DAMON 
President 
Trans World Airlines, Inc. 
FRANCIS B. DAVIS, JR. 
New York 
WILLIAM HALE HARKNESS 
New York 
HORACE HAVEMEYER, Jr. 


President 


The National Sugar Refining Co. 


B. BREWSTER JENNINGS 
President 
Socony-Vacuum Oil Co., Inc. 


DIRECTORS 


J. SPENCER LOVE 
Chairman of the Board 
Burlington Mills Corporation 


ADRIAN M. MASSIE 
Executive Vice President 

CHARLES S. McVEIGH 
Morris & McVeigh 

CHARLES J. NOURSE 


Winthrop, Stimson, Putnam 
& Roberts 


RICHARD kK. PAYNTER, Jr. 
Financial Vice President 
New York Life 
Insurance Company 

SETON PORTER 
Chairman of the Board, National 
Distillers Products Corporation 


ROBERT C. REAM 
Chairman of the Board 
American Re-Insurance Co. 

MORRIS SAYRE 
President 
Corn Products Refining Co. 

CHARLES J. STEWART 
President 

WALTER N. STILLMAN 
Stillman, Maynard & Co. 


VANDERBILT WEBB 
Patterson, Belknap & Webb 
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NEW WEALTH FOR 


Oil and 


O describe the oil and gas situation 

in Western Canada, we must use fig- 
ures which reach magnitudes usually re- 
served for astronomy, or in these days 
for government finance. And, to use a 
Churchillian phrase, “we are only at 
the end of the beginning, not at ihe 
beginning of the end.” Only a small 
fraction of the area favourable to the 
discovery of oil and gas has been ex- 
plored intensively. But even the be- 
ginnings have produced results of great 
significance to Canada. 

To illustrate, let’s look at the picture 
as it stands today—six short statements 
will do the job: 

(1) Oil reserves in Alberta discov- 
ered during the past three years exceed 
a billion barrels, an amount equal to 
around fifteen times the volume of dis- 
covered reserves at the end of 1946. 

(2) Production from reserves dis- 
covered up to now could equal more 
than a third of Canada’s present oil 
needs, which run at the rate of about 
125 million barrels a year. 

(3) Until the pipeline to Lake Supe- 
rior begins operations next year, the 
economic market for Alberta oil will be 
limited to refinery needs in Alberta, 
Saskatchewan and Manitoba. These 
needs now consume about half of our 
potential oil output, production being 
held down to this level by proration ar- 
rangements between producers and re- 
finery operators. 

(4) Marketable natural gas reserves 
in Alberta exceed 6 trillion cubic feet, 
sufficient to meet Alberta needs for 
nearly 150 years at present rates of local 
use. 

(5) At present production of this gas 
is restricted to Alberta use, but several 
private groups are competing for per- 
mission to pipe gas in large volume to 
markets outside of Alberta. 

(6) Over the next thirty or forty 
years, production from discovered re- 
serves of oil and gas in Alberta should 


Based on data presented before The Dominion 
Mortgage and Investments Association, May 1950. 
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CANADA 


STANLEY E. NIXON 


Dominion Securities Corpn. Limited, Montreal 


have a total value of several billion dol- 
lars. 

Resource developments measured in 
millions, billions and trillions must 
strengthen the Canadian economy. help 
us to gain a greater economic maturity 
and bring developments of significance 
to investment values. 

Oil 

In North America, the great in- 
terior plains embrace largest area of 
sedimentary rocks containing oil and 
gas. They cover the great oil producing 
areas of the States, the recent Western 
Canadian discoveries, and the areas of 
greatest future promise. In Canada, they 
cover nearly all of Alberta, southern 
Saskatchewan, southwestern Manitoba, 
northeastern British Columbia, and a 
strip across the Northwest Territories 
to the Arctic—an area of some 475,000 
square miles. 

Perhaps one twentieth of this area 
has been examined intensively. Prospec- 
tive oil territory in Canada is about 
a third of this kind of territory in the 
United States. 

More than 100 million acres of oil 
and gas rights have been taken up for 
exploration in the provinces between 
the Great Lakes and the Pacific Ocean, 
by many large United States oil com- 
panies, by established Canadian oil 
companies, and by an ever-increasing 
number of new organizations. 

Long term records show only one of 
every twenty wildcat wells becomes a 
producer—and the cost of a single wild- 
cat ranges from less than $100 thousand 
to more than $1 million. The develop- 
ment of new fields, building of pipelines, 
tankers, new refineries and so on will 
all take large capital. Some will be fi- 
nanced out of earnings from current 
production, but the largest part will 
likely have to be raised in other ways. 

Expenditures for oil exploration and 
development alone in 1950 will probably 
reach $150 million as compared with a 
mere $12 million in 1946. Incidentally, 
more money is going into the ground 


Gas Developments 


than is presently coming out in produc- 
tion. Oil production began nearly a 
hundred years ago in southwestern On- 
tario, about the same time as in the 
United States, but no large reserves have 
come to light in that province. Com- 
mercial quantities of oil have been pro- 
duced in New Brunswick since 1910, 
in Alberta since 1914, in the Northwest 
Territories since 1932, and in Saskatche- 
wan since 1945. Despite this, for the 
past 20 years, imports on average have 
accounted for about nine-tenths of our 
oil consumption. Increasing output in 
1949 cut this ratio to eight tenths. Ca- 
nadian production did not exceed 1% 
million barrels in any year until 1937. 
Last year it passed 21 million barrels. 
Alberta has accounted for about nine- 
tenths of Canadian oil production since 
1929. Between 1914 and 1947, Turner 
Valley was the leading producer, since 
surpassed first by Leduc and later by 
Redwater, though Turner Valley still 
has recoverable reserves to keep it going 
on a declining basis for another 20 years 


or so, 
Chain Reaction Started 


After the Turner Valley discovery in 
1914 the oil search ranged all the way 
from the Rocky Mountains to Manitoba. 
Successes were few and of minor im- 
portance. Disappointments were many 
and costly. A little over three years ago, 
history was made by a drilling rig at 
a wildcat well not far from Leduc, a 
prosperous little Alberta town in the 
midst of a fertile agricultural area. For 
Imperial Oil, Leduc was the 134th wild- 
cat drilled in Western Canada over a 
period of thirty years, and as yet there 
was little to show in the way of results, 
except cumulative expenses of some $23 
million. Other companies had been no 
more fortunate. This Leduc well blew in 
as a successful producer in February 
1947 and started off a chain reaction 
which is still under way. 


Oil discoveries followed in 1948 at 
Woodbend and Redwater, in 1949 at 
Golden Spike, Stettler, Whitemud, Bon 
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Accord, Joseph Lake, Campbell, Excel- 
sior, Simmons, Barrhead and Normand- 
ville—all names of Alberta areas you 
are likely to hear more about in the 
days to come. All except Stettler and 
Normandville are in the region around 
Edmonton. These discoveries increased 
Canadian oil reserves from about 70 
million barrels at the end of 1946 to 
over a billion barrels today. Some of 
the experts believe the 2 billion level 
will be reached before another year. To 
achieve self-sufficiency, 
billion barrels. 


we need 4 or 5 
Even the most conserva- 
tive estimates place undiscovered oil re- 
Western Canada at several 
billion barrels. Some geologists and en- 


serves in 


gineers predict we will have proved 5 
billion within five years, and 
perhaps up to 20 billion barrels later. 
The search had widened out into the 
neighbouring provinces of Saskatche- 
wan. British Columbia, and Manitoba. 


barrels 


In recent years, oil has accounted for 
about one-fifth of our total energy pro- 
oil and 
natural gas. On a per capita basis, our 


duction from coal, water power, 
oil consumption is exceeded only by the 
United States. This year Canada’s use 
of oil will probably approximate 125 
million barrels, a daily average of about 
345 thousand barrels. 

Production from present reserves in 
Alberta could reach at least 125 thou- 
sand barrels per day, equal to more than 
a third of present needs for the whole 
of Canada. But, markets of 
this size are not likely to develop until 
the pipeline to the head of the Great 
Lakes is in operation, a year from now. 

Four basic facts have a bearing on 


economic 


the movement and sale of oil produced 
in Western Canada: 

(1) Refineries in Alberta, Saskatche- 
wan and Manitoba have a light oil ca- 
pacity around 70,000 barrels a day, but 
by 1951 newly planned refinery capacity 
should increase capacity nearly 25,000 
barrels. 

(2) British Columbia refinery capac- 
itv is relatively small, and the adjacent 
States of Washington and Oregon lack 
refineries. 

(3) Ontario and Quebec, 
thousand 


some two 
miles from Alberta, account 
for about three-fifths of Canadian oil 
needs. 


Competitive Position 


(4) Alberta oil must be sold at prices 
competitive with oil from other areas. 
Movement by rail to the Pacific Coast 
or to markets east of Winnipeg is so 
costly that the producers in Western 
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Canada would be faced with a very 
sharp drop in net price after payment 
of transportation costs. For example, 
rail freight from Edmonton to Sarnia is 
at least $3.25 a barrel. At the present 
time, oil Illinois and Oklahoma 
can be laid down in Sarnia for just over 
$3.50 a barrel, which pays transporta- 
tion costs and gives producers a satis- 
factory To meet this competi- 
tion, Alberta producers would have to 
sell for 25 less a barrel at 
wellhead compared with the present 
Redwater price of $2.88. 


from 


return. 


cents or 


Because of these facts. the economic 
market for Alberta oil is confined for 
the time being to the refinery needs of 
Alberta, Saskatchewan and Manitoba. 
These needs now equal about half the 
oil we could produce from discovered 
reserves. After the opening of naviga- 
tion a year from now, economic markets 
will be extended as far east as Sarnia, 
perhaps to Toronto, and production will 
move upward. 


Pipelines provide the cheapest oil 
transport over land; costs per mile range 
between one third and one quarter of 
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rail transport. To cut oil transport 
cost, a pipeline from Edmonton to Lake 
Superior, some 1,150 miles, is now 
under construction. Present plans call 
for completion as far as Regina by late 
this year, and to Lakehead by March, 
1951. It will move Alberta crude to re- 
fineries in Saskatchewan and Manitoba, 
and by use of tankers to refineries in 
Sarnia and perhaps farther east. To as- 
sist this movement two new tankers are 
being constructed to carry some 10 
million barrels of oil during the seven 
months season of open navigation. 
Sales of Alberta oil in Ontario will 
be made in competition with Mid-Conti- 
nent and Illinois oil fields. The competi- 
tive price in these markets, less transpor- 
tation costs estimated at nearly $1 per 
barrel will fix the wellhead price of oil. 
Based on the present price structure, 
Redwater oil will come down about 40 
cents a barrel at wellhead when Alberta 
oil reaches eastern markets. For 1950, 
Alberta producers in most fields must 
voluntarily restrict output, with each 
successful new well in areas accessible 
to prairie refineries reducing the amount 
of oil which can be produced for sale 
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by all other wells after early 1951, the 
economic outlets for Alberta oil should 
approximate the maximum efficient rate 
of production of Alberta reserves dis- 
covered up to now, even though in- 
creased output at that time is almost 
certain to be accompanied by a moder- 
ate decrease in the wellhead price. 


Natural Gas 


Once a discarded nuisance of the oil 
fields, natural gas in the United States 
is now distributed through some 250 
thousand miles of pipelines and provides 
about one-seventh of the energy pro- 
duced in the United States. Its use is in- 
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creasing (e.g. a line is being built from 
East Texas to New York, a distance of 
1,840 miles), because it is cheaper than 
coal or oil in most areas where available, 
and is by far the cleanest and most con- 
venient. Up to now, commercial output 
of natural gas in Canada has accounted 
for only a very small part of our energy 
needs and consumption has been con- 
fined to areas near regions of produc- 
tion. But the day of local or limited 
regional use may be coming to an end 
and it seems certain that natural gas 
will become a much more important 
source of energy. 

As in oil, the natural gas picture is 
now centered in Alberta, accounting for 
four-fifths of all natural gas sales in 
Today Alberta’s 
marketable reserves are rated in excess 
of 6 trillion cubic feet, an amount equal 
to Alberta’s needs for about 150 years 
at present rates of use. A large part of 


Canada. discovered 


these reserves are shut in awaiting pipe- 
line outlets to markets outside of Alberta 
or expanded local use. Ultimate gas re- 
serves are estimated all the way up to 
90 trillion cubic feet. 

Many believe that Alberta gas re- 
serves are sufficient to warrant the im- 
mediate investment of large sums _ in 
pipelines for the export to Pacific Coast 
markets, the delivered price to be com- 
petitive with fuel oil, coal and manu- 
factured gas but perhaps not with wood 
and cheaper grades of heavy fuel oil. 
Other proposals contemplate the piping 
of gas eastward to markets in Saskat- 
chewan, Manitoba and Regina. Up to 
now, no export increases have been 


granted. And, the Government of Al- 
berta has stated that no application for 
export will be given favourable consid- 
eration until it is satisfied that there 
are suflicient gas reserves to meet pres- 
ent and future domestic and industrial 
requirements of Alberta, and that Cana- 
dian requirements must be given first 
priority. 

Expert opinion is pretty well agreed 
on three things: First, discovered re- 
serves exceed by a substantial margin 
the probable aggregate of Alberta needs 
for the next 50 years. Second, opening 
of export markets for Alberta gas will 
direct attention and capital to a search 
for additional gas, the existence of 
which is considered as an accepted fact. 
Third, export of gas to the west or to 
the east solely to Canadian markets is 
not an economic proposition. In both 
cases, U. S. markets must take a large 
part of the throughput. 


Impact of Oil and Gas 


When permission to export will be 
granted—-uncertainties will be served 
and a host of related questions, are still 
matters for conjecture. Despite present 
uncertainties, natural gas is almost sure 
to become a large scale commercial op- 
eration within a few years. Some hold 
the view it may become one of the key 
factors in the industrialization of the 
West. Under any circumstances, wider 
markets seem assured: moreover, avail- 
ability of larger markets will further 
stimulate oil development. To use the 
words of the industry——‘‘gas will find 
oil: oil will find gas.” 
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Oil has been an important factor in 
our balance of payments position. We 
paid out $275 million U. S. dollars last 
year for oil and its products, equal to 
one-eighth of all commodity imports 
from U. S. dollar countries, and to 
about two-thirds of our deficit on cur- 
rent account payments with these coun- 
tries. Enlarged domestic oil production 
will either back out imported oil or be 
sold for U. S. dollars. With the opening 
of the pipeline to Lakehead next year, 
S. dollar reserves in 
1951 should reach about $145 million. 


savings of our U. 


A large part of the exploration and 
development work in Western Canada 
is being financed with U. S. capital. 
This either swells our official reserves, 
or by creating a demand for Canadian 
dollars in the unofficial market outside 
of Canada facilitates the operation of 
our system of foreign exchange control. 
This importation of U.S. capital is im- 
mensely beneficial to Canada at this 
stage of our development—and it is 
most welcome. But in the days to come. 
payments of interest and dividends out 
of earnings produced by these invest- 
ments will create a claim on our U. S. 
dollar reserves and offset some of the 
benefits to our current account balance 


of international payments resulting from 
increased output of domestic oil. 


If and when we develop sufficient re- 
serves of oil to permit production equal 
to our needs, we hope that oil will 
cease to he a net burden on our balance 
of payments. Self-sufficiency in oil can 
be achieved in two ways—“‘in fact” and 
“in balance”. By “in fact” is meant the 
actual delivery of Canadian oil to all 
parts of the country. This would be 
costly and uneconomic due to transpor- 
tation costs and would mean a low well- 
head price, the raising of tariff walls 
against foreign oil, and a high price for 
refined products in many areas not adja- 
cent to the fields. By “in balance” is 
meant an exchange of oil between Can- 
ada and the United States on a basis 
which allows the oil producers in each 
country to serve the most economic 
market areas regardless of the interna- 
tional boundary line. The working out 
of a system along these sensible lines is 
not assured, and may not be easy to 
accomplish. It is one of the challenges 
of the future. 


In a somewhat less dramatic way, 
gas pipeline construction to the west 
and east. and gas exports to United 
States markets can bring benefits to 


Canada’s balance of international pay- 
ments. This is still a promise of the 
future—not a thing of the present. 


Reduced Costs, Increased Industry 


Oil is an important cost factor in 
transportation, agriculture and industry. 
Adequate supplies of domestic oil can 
reduce costs, a factor of maximum ad- 
vantage for areas in Western Canada 
which are at a transportation disadvan- 
tage. Increased efficiency, improved 
competitive position and higher living 
standards through lower costs are obvi- 
ously beneficial to the whole Canadian 
economy. 


In 1949, replacement of imported oil 
by domestic production brought a $30 
million dividend to consumers in the 
Prairie Provinces, a saving of around 
31% cents per gallon. Crude prices at 
most Prairie points are today about one- 
third lower than tank car imports. and 
further price cuts seem certain. Cheaper 
oil products will very likely bring even 
greater use of mechanized equipment in 
Western agricultural operations, and 
fuel costs will also be lowered in areas 
which substitute natural gas for other 
conventional sources of energy. 
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NEW WEALTH FOR CANADA 


The Great Iron Fields 


W. H. DURRELL 


Hollinger-Hanna Limited, Montreal, Agent for Iron Ore Company of Canada 


RON ore was first discovered in Lab- 

rador in 1929, and in 1942 Hollinger 
Consolidated Gold Mines Limited, ac- 
quired control of Labrador Mining and 
Exploration Company and its 20,000 
square mile concession in Labrador, and 
Hollinger North Shore Exploration 
Company Limited was formed to oper- 
ate in the adjacent 3,900 square mile 
Quebec area, M. A. Hanna Company 
becoming Hollinger 
Consolidated as a partner in the whole 
venture. Extensive drilling to outline ithe 


associated with 


ore bodies did not commence until! late 
in 1947. 

In 1949, Iron Ore Company of Can- 
ada (a Delaware Corporation) was 
formed for further financing by five 
steel companies — Republic. National, 
Armco, Wheeling and Youngstown join- 
ing with Hollinger-Hanna and the two 
concession companies to prepare for 
commercial production. 
pany, Hollinger-Hanna Limited, equally 
owned by Hollinger and Hanna. was 
formed to supervise operations. 


Another com- 


Iron Ore Company of Canada has the 
right to lease, under certain conditions, 
a large part of the iron ore reserves in 
both concessions, with the underlying 
concession companies retaining ample 
reserves for the Canadian Steel Industry 
and for exportation to England and 
Europe. 


The concession area is almost equiva- 
lent to a strip a mile wide around the 
earth at the equator. A large part of the 
area is favourable to deposition of non- 
ferrous metals, but the bulk of it is good 
prospecting ground for iron ore. 


Possibilities Tremendous 


On the famous Mesabi, the area of 
favourable rock is 110 miles long and 
from 1 to 5 miles wide, with a produc- 
tive zone about 70 miles long. By com- 
parison the area of favourable rock, sit- 
uated in the Labrador Trough, is 225 


*This article is based on a recent address to the 
Ohio Valley Improvement Association of Pitts- 
burgh, Pa. 
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miles long and from 10 to 60 miles wide. 
In Quebec-Labrador, exploration  al- 
ready completed discloses a productive 
zone 90 miles long, with good chances 
of extension at both ends. The Mesabi 
is covered generally by thick over-bur- 
den, and the iron ore deposits were 
found by test-pitting and drilling. In 
Labrador and Quebec, we have devel- 
oped to date some 358 million tons of 
high-grade, direct shipping. open pit 
ore from a few surface deposits. Consid- 
ering that at least 95°° of the area is 
covered by over-burden, and that thou- 
sands of square miles of favourable ier- 
ritory remains to be explored, the pos- 
sibilities are tremendous. More than two 
hundred million tons are within a radius 
of a mile or two of the base camp at 


Knob Lake. 


When bulldozing roads to some of 
the known surface deposits, high-grade 
ore was uncovered in a number of 
places just a foot or two below the sur- 
face which might develop into consider- 
able tonnages. A new churn drill, set up 
behind the machine shop to be tested, 
encountered ore accidentally after drill- 
ing two or three feet. The hole was 
continued to a depth of 367 feet, and 
was still in high-grade when stopped. 

Almost any type of ore is available 
ranging from lump to highly mangani- 
ferous, forty-four million tons will aver- 


age 50% iron and 8% manganese. 


To haul the ore to tidewater will re- 
quire a railway of 360 miles from Knob 
Lake to Seven Islands, a deep-water port 
capable of accommodating large ocean 
going freighters. Three to four years will 
be required to complete railway con- 
struction, which will require a capital 
expenditure of approximately $50 mil- 
lion for road bed, and an additional $50 
million for rolling stock and other re- 
quirements. Harbour facilities and ore 
docks at Seven Islands will cost in the 
neighborhood of $15 million. 


Mining will be entirely an open pit 
operation, with a very low stripping 


ratio, with the season limited to six 
summer months of mining and hauling 
60 to 70 thousand tons per day. 


Transport Problems Solved 


Contrary to a reference made to our 
project in a recent article in connection 
with new South American discoveries, 
there are no problems in so far as min- 
ing and transportation to Seven Islands 
are concerned. The railroad will not tra- 
verse 400-500 miles of tundra, but will 
be a normal railway construction project 
similar to the fifty-three thousand miles 
of railroad previously constructed in 
Canada. Neither will there be a labour 
problem as we will be working near an 
area where there are extensive pulpwood 
cutling operations throughout the winter 
months, with very little work for these 
men during the summer. When the St. 
Lawrence River is navigable (at least 
seven months of the year) the Steamship 
lines share the work of transportation 
with the Canadian 
quently large numbers of railway work- 


Railways. Conse- 


ers will be available when we will be 
hauling most of our ore. 

The climate in this area is no more 
rigorous than in Northern Ontario. and 
differs but little from Minnesota fields. 
Owing to old forest fires, most of the 
hills are bare but the valleys are well 
wooded with plenty of timber available 
for building and mining. 

Hydro electric power. for mining is 
available from an excellent site within 
a reasonable distance of ore deposits. 
with a potential of three million horse 
power. 


The development of this entire pro- 
ject would not have been possible with- 
out air transportation. Our own air 
transport company presently operate 
ten aircraft, built an air strip at Knob 
Lake and have ferried in everything 
from beans to bulldozers. 


Capital expenditure for the entire pro- 
ject will be about $200 million to pro- 
vide power developments at Seven Is- 
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lands and Knob Lake, townsites, min- 
ing equipment, railroad and _ rolling 
stock, harbour and transportation facil- 
ities, and other needs. To ensure a fair 
return on this investment would require 
mining and shipping a minimum of 10 
million tons of ore per year. We hope 
eventually to increase our production 
to 20 million tons a year as ore is re- 
quired and providing construction of the 
St. Lawrence Seaway is undertaken. 
Neither the present St. Lawrence canals 
nor the existing fleet of “canallers” can 
carry more than a fraction of ten million 
long tons. Through the Great Lakes 
there has been transported over many 
years an average of 50 million to 80 
million tons of Lake Superior iron ore 
destined for the steel producing area 
south of the Great Lakes. 

The St. Lawrence-Great Lakes Navi- 
gation route now provides 30’ naviga- 
tion to Montreal, 14° navigation between 
Montreal and Prescott, and 25’ naviga- 
tion above Prescott. Consideration is 
being given to modernization of that 
portion of the St. Lawrence Great Lakes 
Waterway between Montreal and Pres- 
colt. which has not been improved since 
1900, so as to take full advantage of 
the navigation facilities above and below 
this bottle-neck. 


10 Million ‘Ton Capacity 


It is estimated that with a canal sys- 
tem from the Great Lakes to Montreal. 
the carrying capacity, in terms of ton- 
nage of such a waterway with single 
locks and modern vessels, would be ap- 
proximately 40 million tons. which ca- 
pacity could be increased to 80 million 
tons per annum by the provision of 
duplicate locks which could be added 
when the necessity arose. The joint de- 
velopment of power and navigation be- 
tween Prescott and Montreal would per- 
mit development of an additional 3 mil- 
lion h.p. presently unavailable and badly 
needed. The Seaway is not the billion 
dollar project that is commonly talked 
about. A 1949 report issued by the 
Canadian Department of Transport esti- 
mates cost of completing the Waterway, 
as applied to navigation only, at $350 
million. The billion dollar figure in- 
cludes all power projects, improvement 
of harbours in the Upper Lakes area, 
and many other items that have no 
bearing on the actual cost of the canals 
and locks between Montreal and Lake 
Ontario. 

It has been suggested that in time the 
centre of gravity of the United States 
steel industry will shift to the Atlantic 
coast, but the only compelling grounds 


SEPTEMBER 1950 





would be cheaper production from im- 
ported ores. Current discussion appears 
to be based on the prospective exhaus- 
tion of high-grade Mesabi ores, the out- 
standing source for inland steel plants. 
The most reliable evidence is that it is 
not imminent. Mesabi production could 
not meet a great increase in demand, 
but it could continue at the present rate 
for some years to come, and at a slowly 
declining rate for many years thereafter. 





Diamond Drill in Labrador 


Granted so much, it remains to en- 
quire whether the development of the 
vast taconite reserves of the Superior 
region could produce steel competitive 
in cost with that from high-grade ores, 
and whether such production might meet 
the increasing demand for steel. Time 
alone can give the answer. It does ap- 
pear that taconite will be more costly 
for mining and beneficiation, but that 
part of this extra cost will be offset by 
a reduced cost of smelting due to in- 
crease in iron content by processing. It 
has been estimated that the capital cost 
of plant for processing will be $15. to 
$20. per ton of annual production. The 
degree of success attending present re- 
search will determine the extent to which 
the United States must come to depend 
on imported ores, and by the same token 
will determine the strength of the forces 
tending to build up a steel industry on 
the east coast. 


Shift Unlikely 

It appears a fair conclusion that with 
Labrador ore available at reasonable 
cost to the inland steel plants through 
construction of the Seaway, there will 
be no precipitate shift of the steel in- 
dustry to the coast, and indeed it may 
never occur. Quite apart from cost fac- 
tors, coastal plants depending on water- 





borne imports of ore would be extremely 
vulnerable in wartime. Such imports 
were a casualty of the recent war, and 
millions of tons of ore had to be shipped 
overland to the coast from Lake Supe- 
rior ranges. Labrador ore, moving along 
the St. Lawrence from Seven Islands to 
the Great Lakes, would be relatively easy 
to protect. 

Costs of production in the Mesabi 
range appear to be on the rise, whether ° 
high-grade or wash ore. Existing pits 
where the over-burden was relatively 
light have passed their peak, and from 
now on additional ore will have to be 
stripped of deep over-burden. 

In two wars the emergency demand 
for iron ore has been met simply by 
putting more electric shovels, trains and 
trucks in existing pits to take out ore 
from faces already exposed, and by 
additions to screening and conveyor sys- 
tems. These favourable conditions no 
longer exist; new faces mean new pits, 
and new pits require at least a year or 
two for stripping and development, for 
most of the ore that will be mined in 
future is low grade and will require 
some beneficiation such as washing, etc., 
which in turn necessitates the construc- 
tion of extensive treating plants. In 
short, the Mesabi range would be heav- 
ily taxed to meet an emergency demand. 
The over-burden of Labrador ore is 
light and the high-grade ore can be 
mined from many open pits. 

Owing to the anticipated high cost of 
taconite development, many articles 
have been written recently about the 
necessity of importing high-grade 
foreign ores to supplement the dwind- 
ling Mesabi ores. 

Labrador-Quebec iron ore will be of 
immense value to Canada. It can be of 
immense value to the United States. If 
an emergency should arise, all of North 
America will appreciate the advantage 
of having a large deposit of high-grade 
iron ore on home grounds. 


A & A 
Oil Expands in Canada 


Development of Canadian oil fields 
is expected to be accelerated with the 
completion of a pipeline now under con- 
struction from Alberta to the Great 
Lakes. Oil operations in western Canada 
continue expansion with considerable 
extension of the productive area. indi- 
cated by completion of Socony-Vacuum 
of its first well in the western district 
after nine dry holes. The new well is 
some fifty miles southeast of Edmonton 
and the company has 4,500,000 acres 
under lease in the Province. 
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NMALL ESTATES and AGENCIES 


JOHN MILLAR 


Estates Officer, The Canada Permanent Trust Company, Toronto, Canada 


HEN trust companies first came 

into being in Canada in the latter 
part of the 19th Century, their personal 
trust business was concerned for the 
most part with large estates. Those who 
were responsible for directing the poli- 
cies of trust companies in the early days 
realized that the population of Canada 
was small and that the number of per- 
sons who would be accumulating large 
estates would be strictly limited. Accord- 
ingly, in their development trust com- 
panies tended to place increasing stress 
on the importance of securing and ad- 
ministering estates of moderate size. 

As the public became more familiar 
with the operations of trust companies 
they were able to see the benefits flowing 
therefrom and more and more people of 
moderate means placed their affairs in 
the hands of corporate trustees. This, to- 
gether with the fact that increased taxa- 
tion has resulted in smaller estates, has 
brought about the present situation 
where the majority of estates handled 
by trust companies in Canada are under 
$50,000 and many are under $25,000. 


A very much larger proportion of 
trust company business in Canada arises 
through wills than through living trusts. 
The latter have not been developed in 
Canada to anything like the extent they 
have in the United States, due chiefly to 
the fact that there are not the same taxa- 
tion advantages to be gained as in the 
United States. In fact, in many cases a 
settlor would be penalized through taxa- 
tion in setting up a living trust. 

The majority of persons desiring to 
set up living trusts wish to do so for 
the benefit of their wives and children. 
Such a trust attracts Gift Tax which is 
a Dominion Tax, and rates on gifts run 
from 10% on taxable gifts under $5,000 
to 28% on gifts of $1,000,000 or over. 
While the Dominion Government recog- 
nizes such a gift and charges gift tax 
on it, the Income Tax Act, which is 
also a Dominion Act, provides that the 
husband still must continue to pay tax 
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on income from any property trans- 
ferred to a wife or child under the age 
of nineteen years. 

So far as succession duty is concern- 
ed, if the settlor dies within five years 
in the Province of Ontario, or within 
three years in the Dominion of Canada, 
succession duty must be paid on the 
amount set aside in trust, allowance be- 
ing made so far as Dominion duty is 
concerned for any gift tax that has been 
paid during the said three year period. 
The result is that not only is there no 
tax saving, but the setting up of a 
living trust in many cases results in 
increased taxation. 


Administration 


The will is therefore the document on 
which the greater part of the trust busi- 
ness in Canada is based. 

Trust officers are always anxious to 
co-operate with the testator’s solicitor in 
preparing the will, so that the admini- 
stration of the trusts created will be car- 
ried out in accordance with the testator’s 
wishes and needs. In this connection it 
may be well to point out that a different 
situation exists in Canada from that in 
the United States in the division of 
duties as between an executor and a 
trustee. On being appointed executor 
and trustee under a will in Canada, both 
appointments rank from the date of 
death, and when the company is en- 
gaged in the administrative work of the 
estate, it is acting in the capacity of 
executor, and while it is holding the 
assets in trust it is acting in the capacity 
of trustee. When the trusts finally fall in 
on the death of the last life tenant, the 
company is again acting in the capacity 
of executor in the winding up of the 
estate. 


Trust Companies in Canada are so 
organized that large and small estates 
are handled in the same way by the 
same officers, and as a result are given 
the same service. In many cases, indeed, 
more time has to be spent by the officers 


in dealing with problems which arise in 
small estates because of greater difficulty 
and the need for more specialized at- 
tention. For example, the small estate 
may mean that family needs are more 
urgent, and it is important therefore to 
use great care and understanding as 
well as to proceed expeditiously. 

Under the Dominion Succession Duty 
Act. estates under $50,000 are not taxed. 
In the two Provinces which levy succes- 
sion duty, namely, Ontario and Quebec, 
certain exemptions are allowed in the 
case of small estates, so that the result 
is that in most estates under $50,000 the 
executor is relieved of the varied prob- 
lems arising out of the settlement of 
duties. 


Investment Policies 


One of the major concerns of the 
trustee in Canada today, as in the United 
States, is to provide the greatest amount 
of income for the life tenants of the 
trust without depleting the capital. In 
Canadian trust companies the 
broad general investment policy, as well 


most 


as the policy to be adopted in any indi- 
vidual trust or estate. is laid down by 
an Investment Committee, usually com- 
posed of directors and senior executives. 

The trustee in Canada derives his in- 
vestment powers either from the instru- 
ment which creates the trust. or from 
Provincial statutes. The latter for the 
most part confine investments to bonds 
of the Dominion of Canada, or of the 
several Provinces and various Munici- 
palities, or bonds guaranteed by them. 
and first mortgages on improved real 
estate to the extent of 60°. of a reason- 
able valuation, so that if there is no 
power given to the trustee in the trust 
instrument, he is limited to a fairly nar- 
row legal investment. 

In addition, the trustee must by law 
realize on all securities which do not 
fall within this class within a reasonable 
time after the date of death of the test- 
ator, or the date of setting up of the 
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trust, and such reasonable time has been 
interpreted by our Courts to be in most 
cases one year. The result is that most 
instruments give the trustee power to 
retain original assets in the trust in his 
discretion, and many instruments extend 
the powers by permitting investment in 
stocks which are recognized to be first 
grade. In such cases it is the general 
practice of trustees in Canada to have a 
backlog in high grade Government 
bonds, which are at the present time 
yielding slightly under 3‘7; to secure 
mortgages for a portion of the account, 
which would yield about 5‘<7, and to 
invest the balance of the funds in high 
grade stocks, either by retaining stocks 
which were original assets of the fund, 
or purchasing new ones. 

The division between bonds. mort- 
gages and stocks must of course vary 
with each trust, depending on the par- 
ticular circumstances, but a typical ac- 
count would have about 60° invested 
in bonds and mortgages, and about 40‘: 
in stocks. The investment by trustees in 
corporation bonds has not been widely 
adopted in Canada, because the spread 
in yield between good _ corporation 
bonds and Government bonds has not 
appeared to be sufficiently wide to war- 
rant extensive investment in this field. 
and these bonds for the most part have 
been selling above their call price. 

For some time now the need has been 
felt for some method of investing the 
small cash balances on hand from time 
to time in various accounts, as well as 
the assets of the smaller estates and 
trusts which are not large enough in 
themselves to give scope for sufficient 
diversification of investments. This has 
led to recent legislation permitting trust 
companies in Ontario to set up common 
trust funds. This legislation is subject to 
regulations which it is anticipated will 
be issued in the next few months, and 
it is hoped by many trust companies 
that this legislation will enable them to 
set up common trust funds in Ontario 
early next Fall. It is thought that this 
will be of great assistance to the com- 
panies and will prove as beneficial to 
life tenants in Ontario as it apparently 
has in many of the States of the Union. 


Fees 


The compensation allowed to execu- 
tors and trustees for their services is 
generally awarded by a Judge on the 
passing of the trust or estate accounts, 
and is based on a fair and reasonable 
allowance for the care, pains and trouble 
and the time expended in and about the 
estate. It is usually not a rate set by law. 
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but a long line of cases has pretty well 
established what is a fair and reasonable 
allowance for the work involved, and 
the duties and responsibilities. 


Accordingly the Judge on the audit of 
the accounts, being bound within cer- 
tain broad limits by precedent, usually 
allows fees on the following basis—2% 
on capital receipts, and 2% on capital 
disbursements; 214% on revenue re- 
ceipts and 244% on revenue disburse- 
ments, and where the trust is continued, 
a management fee of one-fifth of one 
per cent per annum on the assets being 
administered. The foregoing percentages 
vary slightly in the various jurisdic- 
tions, and also vary in the individual 
estates, depending on the amount of 
work and responsibility involved, but 
the rates do not usually vary with the 
size of the estate. 


Agency Accounts 


A fairly large part of Canadian trust 
company concerned with 
acting as agent for individuals in vari- 
ous capacities. The arrangements made 
with these clients of course must vary 
with individual’s particular re- 
quirements, but fall generally into three 
classes :—safe-keeping agencies, custo- 
dianships and management agencies. 


business is 


each 


In a safe-keeping agency the trust 
company’s responsibility is confined to 
keeping the assets secure, as well as 
keeping adequate records. Such agencies 
are not very widely used, as it is usu- 
ally much less expensive from the cli- 
ent’s standpoint to keep securities in a 
safety deposit box. 

Custodianship is the usual type of 
personal agency which trust companies 
in Canada handle for their clients. The 
principal hands over his securities to 
which, in addition 
to keeping the assets secure and main- 
taining accurate accounts, collects the 
income and the capital as it falls due, 


the trust company 





and remits the income collected to the 
principal at regular intervals, accom- 
panied by a statement. In this type of 
agency the trust company delivers and 
receives securities from the principal’s 
broker on his instructions. Normally 
included among the assets of an agency 
are mortgages, bonds and stocks. 


In a management agency, the assets 
may include real estate, mortgages, 
bonds and stocks. Where real estate is 
included, the trust company not only 
collects the rents, but supervises the re- 
pairs, arranges leases, looks after pay- 
ment of taxes and keeps the property 
insured, and if the principal desires, 
offers the property for sale. In the case 
of mortgages, collection of principal 
and interest is made and renewals ar- 
ranged, and if the mortgages are not 
paid promptly, steps are taken to real- 
ize on the security. In the case of bonds 
and stocks, recommendations are made 
to the principal, and the securities 
bought and sold with his approval. The 
revenue in a management agency is re- 
mitted to the principal at regular inter- 
vals, accompanied by a statement. Fees 
for such an agency vary with the amount 
of work involved and the responsibility 
entailed, and are based either on a per- 
centage of the receipts and disburse- 
ments, or on a percentage of value. 


Trust companies in Canada are con- 
fined by their charters solely to carrying 
on trust business, and are thus precluded 
from entering into the field of commer- 
cial banking. They have operated profit- 
ably for the last half century, and al- 
though it is not possible to give any 
definite data on the profits of any indi- 
vidual type of trust business, as the 
companies do not usually segregate 
their costs in this way, it would seem 
that the acceptance of small trusts and 
estates and agencies contributes mate- 
rially towards the profits of Canadian 
trust companies. 
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COMMON TRUST FUNDS IN CANADA 


N Canada common trust funds have 

received legislative recognition since 
at least the year 1901. In that year the 
British Canadian Trust and Guarantee 
Co. was authorized by the company’s 
Special Act of Incorporation (Chapter 
35 of the Ordinances of the Northwest 
Territories, 1901) to invest trust and 
estate monies in a Common Trust Fund 
of the company without any special lim- 
its or other restrictions. 


Under the Trust Companies Act (Can- 
ada), Dominion Incorporated Trust 
Companies have been authorized since 
1914 to operate Common Trust Funds 
(Sec. 65). When the Dominion Act was 
first enacted in 1914, a limit of $3,000 
was placed on the amount which might 
be invested from any one trust. 


The Trust Companies Act of British 
Columbia (R.S.B.C. ¢.45, s.48) permits 
trust companies to invest trust funds 
belonging to two or more estates, trusts 
or agencies in a general or common 
trust fund of the company, with a limit 
of $3,000 for any one estate or trust. 
Except for the participating limit and 
restrictions as to the types of securities 
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CANADA 


Guaranty Trust Company 
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in which the fund may be invested, there 
are no rules or regulations under the 
Dominion and British Columbia legisla- 
tion in regard to the establishment and 
operation of the authorized common 
trust funds. 


At least five common trust funds are 
being operated by Canadian trust com- 
panies in provinces other than Ontario, 
under the authority of the legislation 
above mentioned or under special Acts 
of Incorporation, these being Yorkshire 
and Canadian Trust Co., Vancouver, 
B. C.; British Canadian Trust Co., Leth- 
bridge, Alta.; Central Trust Co. of Can- 
ada, Moncton, N. B.; The Eastern Trust 
Co., Halifax, N. S.; and Guardian Trust 
Co., Montreal, Que. 


Case History in Halifax 


Commenting on his company’s fund, 
F. H. M. Jones, general manager of the 
Eastern Trust Co., writes as follows: 


“More than twenty years ago a per- 
usal of the official reports of the Public 


Trustee of New Zealand showed fre- 
quent references to a Common Trust 


Fund maintained by that Public Trus- 
tee. At The Eastern Trust Co’s. head 
Halifax it that 
certain definite advantages of aggregate 


office in was realized 


or common investment were available 
for estate, trust and other money which 
would require investment, perhaps for a 
temporary term, and of uneven amounts. 
It was also noted that the Trust Com- 
panies Act of Canada gave this Com- 
pany power to invest trust monies in a 
General Trust Fund, with a limit, how- 


ever of $3,000 for each trust. 


“At the same time a number of mort- 
gages became available, and it was de- 
cided to begin a General Trust Fund 
embodying all these features, and that 
was done, with the original assets con- 
sisting of the mortgages stated and cer- 
tain high grade bonds as well. The Com- 
pany did not guarantee the repayment 
of the money, but since the assets were 
entirely those authorized by statute for 
trust funds that feature did not appear 
requisite. 


“Down through the years the Fund 
has steadily grown as it was found to 
flexible and convenient, not 
only for capital sums required by estates 
trusts under administration, but 
also for guardianships and even agency 
accounts that required temporary in- 
vesting accommodation. The General 


be most 


and 


Trust Fund at Halifax office approaches 
$2,000,000 and has several hundred par- 
ticipating accounts of all classes. It is 
increasing in size by nearly 10% annu- 
ally. It was not feasible to accept money 
from the general public for this Fund 
since it was limited in amount and was 
usually over-subscribed. After allowance 
for a management fee and reasonable 
depreciation a basic rate of interest was 
paid to the depositors, and that gradu- 
ally became settled at 342%. Except in 
unusual cases no certificates are issued, 

“In practice it was found that the 
$3,000 limit amount was far too small, 
and for that reason the Company sup- 
ported the recent submission of the 
Trust Companies Association of Ontario 
seeking to have a larger individual 
amount authorized 
to the Federal statute. It is thought that 
the Fund might well take certain of the 


under amendments 


high grade or preference stocks of Can- 
adian corporations, although that has 
not been found necessary from our op- 
erating point of view because the mort- 
gages available. with the reinforcement 
of government bonds, took care of the 
money flowing into the Fund.” 


Ontario Expands Scope 


Pending Federal developments, the 
Trust Companies Association of Ontario 
sponsored an amendment to the Provin- 
cial Loan and Trust Corporations Act 
to widen the scope of permissible com- 
mon trust funds. A new section 74a was 
passed on March 15, effective June 5, 
1950, reading as follows: 


(1) Notwithstanding the provisions of 
this or any other Act, any provincial trust 
and any other registered trust 
company that has capacity to do so may, 
the trust instrument otherwise di- 
invest trust money in one or more 
common trust funds of the company where 
trust money is held by the company as a 
the investment thereof in a 
common trust fund may be made by the 
company with the consent of its co-trustees 
whether the co-trustees are individuals or 
corporations. 


company 


unless 
rects, 


co-trustee, 


(2) The Lieutenant-Governor in Council 
may make regulations with respect to the 
establishment and operation of common 
trust funds and the investment of trust 
money in such funds. 


(3) In this section, “common trust fund” 
means a fund maintained by a trust com- 
pany in which moneys belonging to various 
estates and trusts in its care are combined 
for the purpose of facilitating investment.” 


Regulations provided for in the Act 
are now being prepared. 
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The Chase offers trust officers and others acting in 
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di- type of investment. Inquiries will receive the per- 


“< sonal attention of experienced officers. 
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HINTS on ESTATE PLANNING 


C. A. JERRY 


Trust Officer, The Royal Trust Company, Toronto, Canada 


FTER years of research and experi- 

ence, T. C. Rice-Wray, then presi- 

dent of a large Chicago firm of estate 

and taxation consultants, propounded 
this question :* 

“Whenever an individual comes to pos- 
sess wealth in excess of his personal se- 
curity and spending requirements, the re- 
mainder of his property must take on 
primary significance to others—presumably 
to those for whom he feels responsible. 
Why, then, are such individuals so care- 
less and neglectful?” An eminent psy- 
chologist gave me the most reasonable ex- 
planation I know: 

“No one is capable of realistic concep- 
tions except those based upon experience. 
Inasmuch as death happens but once, this 
realization becomes extremely difficult. In 
effect, the individual subconsciously _be- 
lieves he is going to live forever. Estate 
planning is, therefére, a matter which can 
be postponed indefinitely.” 


A good definition of estate planning 
would be this: “It is an organized at- 
tempt on the part of the estate owner 
to minimize the destructive forces which 
attack all estates and invade the rights 
and benefits of dependents.” These de- 
structive forces may be summarized as 
taxation, economic trends, bad manage- 
ment, human weaknesses and _inflexi- 
bility of document under which admin- 
istration is carried out. 


Frequently we are asked for will 
forms. Just as frequently we are obliged 
to say that we do not have them— 
neither do we encourage their use. A 
10c will form may prove to be a very 
expensive experiment. It is good busi- 
ness to seek competent advice. 


It is a most tragic thing when a man 
says: “I want a simple will—put it all 
on one page.” Unless he has a very 
small and very simple estate, such a 
man is passing the buck. Simplicity and 
brevity are both excellent ingredients, 
but not always the most practical. 


One of the most prominent K.C.’s in 
this Province recently came into our 
office. He took from his pocket a sheaf 
of papers and said: “This is my will. 
You people have had a lot of experience. 
Perhaps you may have a suggestion.” 





This article is based on an address delivered be- 
fore various service clubs. 
*June 1944 Trusts and Estates 517. 
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This man was not concerned from the 
legal standpoint. He was concerned 
about the plan—how sound was it from 
the standpoint of practical administra- 
tion. 

Never try to execute, destroy, revoke, 
or alter a will in any way, without con- 
sulting your solicitor. The Wills Act, 
governing most of these things, is very 
strict as to formalities. The Law Re- 
ports are full of expensive cases, where 
a testator tried to do of these 
things in his own way. Besides being 
expensive, the result will nearly always 
be failure to accomplish what was in- 
tended. 


some 


When there is no will and the estate 
thus passes by operation of law, nine 
times out of ten it will not pass to those 
beneficiaries, and in the proportions, in- 
tended. The widow may not take free 
possession of such intimate things as 
personal chattels, without the consent of 
all parties. 


Some Guides 


Let us consider a few simple rules 
and suggestions. First, examine your 
assets. Are there enough, and can they 
be organized to do the job? Then, let 
us consider wisely the needs and the 
characteristics of our beneficiaries. Joe 
may need more than Tom; Helen may 
be a spendthrift; Janet may be physi- 
cally and/or mentally incapable of com- 
peting in the business world for a living; 
our wives may be entirely without busi- 
ness experience. It may be more approp- 
riate to make trusts over the lifetime 
of the beneficiary. 

Discuss the situation with your wife 
and family—they are the ones who will 
be mostly affected. You have a moral 
obligation to let them know what and 
how you have provided for them. 


Shrinkage and Liquidity 


The will speaks from the date of 
death, and how well our estate will be 
administered, and our dependants pro- 
tected, will depend upon three things— 

1. The amount of shrinkage from 

death taxes and administration 
costs; 

2. The composition of the assets, and 


3. The flexibility of the will itself. 

If you have business interests. and 
a substantial general and 
estate, seek a Survey Service—a test 
administration. so to speak, Any weak- 


insurance 


always become evident. 
work, 


nesses nearly 
If your will 
time to discover it and adjust your 


wont now is the 
plans accordingly. 

Make sure that a good part of the 
estate is liquid. If capital encroachments 
are necessary, what assets are capable 
of quick realization for this purpose? 
We have always advocated a good back- 
log of insurance. How else can we pro- 
vide guaranteed liquids? Look up to 
your insurance man. The day he de- 
livers the proceeds of a policy, at a 
time when it is most needed, he will be 
the most welcome person crossing your 
threshold, 

It is that 
proper correlation of the insurance and 


desirable to see there is 
the general estate. Great care should be 
exercised in the selection and provision 
of optional settlements. The will and 
optional settlements on insurance should 
not conflict. 


Let’s Talk of Executors 


Give your executors the powers they 
need. Special reference should be made 
to any trade or business. It is a funda- 
mental principle of trust law that a 
trustee should not profit by his trust. 
The appointment of a business partner, 
or associate, may eliminate the one logi- 
cal source of a purchase for a business 
interest. 


What about your executor and irus- 


tee? Make a wise choice. To whom. 
amongst your friends or associates, 


would you give a carte blanche power 
of attorney, your cheque book, and 
control over all your assets? Whom do 
you know who will always be available 
to grapple with your day by day estate 
problems? Whom do you know who 
has the skill and qualifications, and is 
not too busy with his own problems, to 
attend to yours? If you have found him 
—appoint him! And if he dies the 
week after you, who, then, will admin- 
ister your estate? 


The final problem of every estate. 
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where a trust is concerned, boils down 
to that of investments. What should con- 
cern every testator is—how well will 
the funds be employed? They must be 
put to work to produce income, and at 
the same time provide flexibility and 
safety. Anybody can buy investments. 
but it takes more skill than the average 
person possesses to know when to sell, 
vary and change investments in_ the 
best interests of those who are depend- 
ent upon them for a livelihood. There 
are many people quite capable of man- 
aging a business. who cannot manage 


money * 
Business Interests 


Under no circumstances let us reckon 
without full cognizance of the tax man. 
When the tax man begins to cut the pie, 
he does not take an orthodox piece, 
wherein each one gets part of the filling 
and part of the crust, he digs into the 
centre—your dependents may chew on 
the crust. Readily available liquids of 
cash, bonds and insurance disappear, or 
are greatly reduced. Sometimes there 
is nothing left but real estate, hazard- 
ous business undertakings, frozen as- 
sets. and other items incapable of pro- 
ducing income for beneficiaries. Such 
situations instances, be 
avoided, or minimized, if the principles 


can, in most 
of sound planning are adhered to. 

| think we could safely say that the 
many thousands of partnerships, and 
private and family owned corporations, 
really make up the backbone of this 
country. The sum total of labour em- 
ployed in these concerns represents a 
major factor in our economy. Some- 
times I think they are taken too much 
for granted, for in many cases they 
comprise the chief asset of the estate. 
Fortunately, some relief was given the 
small businesses in recent tax amend- 
ments, but is it enough? 

Current taxes are met out of current 
income. We. still 
capital structure left to produce more in- 
come, but death duties attack the capital 
structure, and when that is damaged, 
and beyond repair, you have nothing 
left to maintain earning power. In many 
instances it may mean the breaking up, 
or dissolution, of the private corpora- 
tion. All too often those accustomed to 
living on a high standard, and in plenty, 
may find themselves poverty-stricken 
overnight. 

Some day taxing authorities will have 
to consider some form of relief to family 
and private corporations where earned 
surpluses are used for expansion and 
the purchase of plant machinery. In the 


have. however. the 
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meantime, the owners of substantial pri- 
vate enterprizes should review their sit- 
uation closely. The time may be ripe for 
a public offering. Reliable advice on the 
advisability of such a move can, and 
should, be obtained. 

You should seek advice on the ad- 
vantages and disadvantages of incorpo- 
ration. If you decide to incorporate, 
think about such questions as—Common 
and Preferred Stock—What about a 
Pension Plan ?——Shall I hold certain as- 
sets personally, and not in the com- 
pany? Many estate owners, where as- 
sets are substantial and widely scattered, 
will find advantages in the incorporation 
of a personal holding company, or the 
creation of a living trust, thereby mini- 
mizing costs, irksome delays, and in- 
convenience to beneficiaries. 

Some well disposed estate owners with 
business interests, wish, by will, to 
recognize employees who have given 
long and faithful service. In many cases 
this may be best accomplished, not by 
will, but by pension or other employee 
benefit plans. If accomplished by will, 
depending upon the length of service 
of the employee, and the amount of the 
bequest, this method could result in ex- 
cessive taxation. If arranged by ap- 
proved other 
benefit plan, some actual tax savings to 
both employee and employer could re- 


pension. or employee 


sult. 


Gifts and Trusts 


Living trust offer for many estate 
owners a sound and practical method of 
dealing with property before and after 


death. It has many fine features, especi- 
ally to owners of substantial investment 
holdings and those who are busy, in ill 
health, or travel extensively. Its com- 
plete privacy appeals to many. 

Behind Hitler’s desire to rule the 
world was the basic principle of “divide 
and conquer.” In some instances the 
estate owner can apply this principle. 
Taxes, to some extent. can be con- 
quered by dividing the estate into more 
portions, but we never recommend the 
distribution of any estate with the sole 
purpose of defeating taxes. That is 
dangerous practice and dangerous plan- 
ning. If taxes can legitimately be mini- 
mized in a sound plan, that is certainly 
desirable, but it is not the chief objec- 
tive. 


The person who possesses all the qual- 
ifications to advise you on estate plan- 
ning is indeed rare. Let me stress the 
advisability of coordinating the various 
professional services necessary to 
achieve the best results. Your legal ad- 
viser is the key man in this team of 
specialists. Don’t wait until you are in- 
volved, or in trouble, before you seek 
his counsel and advice. In most cases 
it will take the combined knowledge and 
experience of your lawyer, your ac- 
countant, your life underwriter, a trust 
man, and sometimes other skills. 


I would like to conclude with this 
thought, from the Prayer Book of 
Charles the Second: 

“But men should often be put in re- 
membrance to take order for the settling of 


their temporal estates, whilst they are in 
health.” 
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— Pattern of Succession Duty 


a 


UNIFICATION OF DOMINION-PROVINCIAL LAWS SUGGESTED 


JAMES G. HUMPHREY 


Estates Officer, Crown Trust Company, Toronto, Canada 


UCCESSION duty legislation was in- 

troduced into Canada in 1892 when 
the four provinces of New Brunswick. 
Ontario, Nova Scotia and Quebec each 
passed a succession duty act. Since then 
the other provinces did likewise. From 
the outset the provinces encountered 
difficulties due to the restrictions im- 
posed upon them by the British North 
America Act which empowers a_ prov- 
ince to levy only “direct taxation with- 
in the Province in order to the raising 
of a revenue for Provincial purposes.” 
The legislation of the provinces was at- 
tacked frequently on the grounds that 
it was unconstitutional and, as a result, 
numerous changes had to be made in 
the various acts to make them conform 
strictly to the powers of legislation avail- 
able to the provinces. 

In addition to the constitutional difh- 
culties which faced the provincial gov- 
ernments from time to time the taxpay- 
ers frequently found themselves obliged 
to pay succession duties to more than 
one province. This occurred usually be- 
cause the province in which the de- 
ceased was domiciled levied duty on all 
his property wherever it might be, while 
another province. in which property be- 
longing to the deceased was actually 
situate, would also levy duty in respect 
to that particular property. These situa- 
tions arose most frequently in respect 
to shares of corporate stock and particu- 
larly in the provinces of Ontario and 
Quebec where a large proportion of 
Canadian corporations were incorpora- 
ted. These corporations generally have 
transfer offices in the province of in- 
corporation and as the shares of such 
corporations were found to have a situs 
in the province where the shares might 
be conveniently transferred, that is, in 
the province where the transfer agent of 
the corporation might be located, the 
heirs of a person domiciled in any other 
province would generally be subjected 
to double taxation. 


Dominion Enters Field 


It was not until 1941 that the Domin- 
ion Government entered the succession 


582 


duty field, and as the Dominion has 
power under the British North America 
Act for “the raising of money by any 
mode or system of taxation” the consti- 
tutional problems encountered by the 
provinces did not arise. 


Until 1947 both Dominion and pro- 
vincial succession duty taxation existed 
together. This not only increased the 
administrative difficulties attendant upon 
the settlement of an estate but definitely 
created further multiple taxation and 
aggravated similar problems which had 
previously existed among the provinces. 

As a the 
Dominion Succession Duty Act passed 
in 1946, operative with respect to the 
estates of persons dying on or after Jan- 


result of amendments to 


uary 1, 1947, the Dominion government 
doubled the rates of duty which had 
been in effect from the inception of the 
act. Simultaneously it was provided that 
a credit would be allowed against the 
Dominion duties payable at the new 
rates in respect to any succession upon 
which duties were also payable to any 
province or provinces of Canada. The 
credit to be allowed was to be the lesser 
of (a) the duties payable under the laws 
of any province or provinces in re- 
spect to any succession or (b) fifty per 
cent of the duty otherwise payable under 
the Dominion Succession Duty Act in 
respect of such succession. 


Provincial Withdrawal 


It had been apparent for some time 
that the Dominion was pressing the 
provinces to give up the succession duty 
field of taxation along with 
other taxes which had by agreement 
been temporarily surrendered to the Do- 
minion during wartime by the provinces 
in order to supply revenue for a unified 
national war effort. Therefore, in 1946, 
coincidental with the doubling of the 
Dominion rates of duty and the provi- 
sion for the credit for provincial duties 
paid, the Dominion made certain pro- 
posals to the provinces as part of a gen- 
eral plan for overhauling the financial 
and taxation structure in Canada. These 


certain 


proposals insofar as they applied to suc- 
cession duties provided that the Domin- 
ion would make an annual grant to any 
province which would withdraw from 
the succession duty field of taxation and 
that 
should make an agreement with the Do- 


it was proposed each province 
minion to this effect for a period of five 


vears, 


\fter negotiation, agreements to this 
effect were made with seven of the nine 
provincial governments while Ontario 
and Quebec remained steadfastly op- 
posed to the proposals. It has been stated 
on behalf of both these provinces that 
to enter such an agreement would mean 
a surrender of jealously guarded provin- 
cial constitutional rights. Whether these 
two provinces could be adequately com- 
pensated by any annual grant offered to 
them by the Dominion is a question 
which the governments of those prov- 
inces are best able to answer. Whatever 
the basic reasons may be. the result is 
that succession duties payable in respect 
of many Canadian estates follow one 
pattern in Ontario and another pattern 
in Quebec. while all the other provinces 
follow still a third, but nevertheless one 


that is uniform. 


It should be stated that. while New- 
foundland did not become a_ province 
of Canada until April 1, 1949, the Do- 
minion offered a similar proposal to that 
province upon its admission to the Do- 
minion and, although no official an- 
nouncement has been received. it is 
understood that Newfoundland has seen 
fit to join with the seven provinces which 
earlier entered into such 


had agree- 


ments. 
Lack of Uniformity 


With a large measure of uniformity 
in succession duty legislation achieved 
thus far, it is disappointing to most per- 
sons engaged in the administration of 
estates and to many taxpayers that com- 
plete uniformity has not been attained. 
Not only are estate administrative prob- 
lems increased and expenses of collec- 
tion magnified through duplication of 
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effort, but many inequities have emerged 
due to the sole fact that the testator was 
domiciled in one province rather than 
in another. Several examples should 
serve to illustrate the inequalities exist- 
ing among various parts of the popula- 
tion. 


Under the Dominion Act every estate 
having a net value of $50,000 or less is 
completely exempt from duty while the 
Quebec Succession Duty Act taxes prac- 
tically all Quebec estates which exceed 
$10,000, the 
Duty Act taxes all Ontario estates pass- 
ing to collateral relatives which exceed 
$10,000 and those exceeding $50,000 
which pass to the members of the im- 


and Ontario Succession 


mediate family of the deceased. 


A modest estate of $25,000 left to the 
widow of a testator would result in the 
payment of succession duty amounting 
to $750 if the deceased were domiciled 
and all his assets were situate in the 
province of Quebec, whereas, if the same 
estate had originated in any of the other 
provinces, no duty at all would be pay- 
able. This happens because this estate 
would be exempt under the Ontario act 
and under the Dominion act as well, the 
latter being the taxing statute which 
applies to the remaining provinces. 





Bank of America offer you California’s most complete trust service. 


Branches are located at strategic points throughout the state. 


Bank of America 





One feature of the Dominion act 
which seems eminently fair is what is 
called a “notch provision.” By this the 
which exempts all estates 
which do not exceed $50,000, would not 
levy a tax any greater than the amount 
by which the estate exceeds that sum. 
If the estate were $50,001, the Dominion 
duty would be only the $1.00, whereas, 
under the Ontario and Quebec statutes, 
the duty on an estate of $50,000 pass- 
ing to a widow could amount to $2,300 


Dominion. 


in the former province and $2,500 in 
the latter. This seems very unfair, par- 
ticularly in the Ontario estate, because 
no duty at all would have been pavable 
under the Ontario act if the estate had 
not exceeded $50,000. 


Other Advantages of Dominion Law 


A further substantial advantage which 
is available to estates in the provinces 
other than Ontario and Quebec results 
from the provisions in the Dominion act 
regarding quick successions which give 
relief. from the burdensome repetition 
of taxation arising from two or more 
deaths within a short time. The Ontario 
and Quebec acts tax to the full extent 
on each succeeding death while under 
the Dominion act as much as fifty per 


cent reduction in duties may be obtained 
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if the second death occurs within one 
year of the first. Such relief decreases 
gradually each year for a period of five 
years after the preceding death, when 
the relief disappears entirely. 

It is not to be inferred that the Do- 
minion Succession Duty Act is a model 
statute by any means. The oppor- 
tunity exists to clear away a great many 
inequalities and duplication of tax and 
expense, by finding some method where- 
by all the troublesome features of suc- 
cession duty legislation in Canada might 
be brought under the one jurisdiction. 
The way would then be open to give full 
effect to the various conventions entered 
into with other nations for the relief 
of double taxation* and the Dominion 
act could be overhauled and brought up 
to date in such a manner as to make it 
a model statute. 


Finally, the correlation of legislation 
and administration over all matters con- 
cerning income taxes, gift taxes and suc- 
cession duties under the one jurisdiction 
would assure a minimum of tax evasion 
and tend to produce a broad, equitable 
tax structure which the citizens of Can- 
ada would be capable of understanding. 


*See, for example, “‘U. S. Estate Taxation of 
Nonresident Estates,” by Franz M. Joseph, Aug. 
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REAL ESTATE MANAGEMENT 


A PROFITABLE TRUST SERVICE 
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JAMES MARTIN 


Chartered Trust Company, Toronto, Canada 





Real estate development in Toronto’s north end, managed by Chartered Trust Co. 


Business?” Or, “I didn’t realize 
you people would sell my property for 
me!” Yes, we are definitely in the real 
estate business. There are, of course, 
other trust companies serving the gener- 
al public in the real estate field, but 
the percentage is very small in relation 
to the number of trust companies in 
operation throughout Canada and the 
United States. 

Why aren’t there more trust compan- 
ies in the real estate business? Who is 
better equipped to do a good job? With 
these questions before us we will out- 
line briefly the growth of our Company 
in this field, together with our opinion 
as to how other trust companies may 
embark forthwith along similar lines. 


a your Company in the Real Estate 


Many companies have at present a 
Real Estate Department set up within 
their organization, its primary function 
being to service real estate assets being 
administered under estates, either in 
the form of managing property on a 
rental basis or offering for sale. Gener- 
ally speaking, this is the start and finish 
of the duties of a great many Real 
Estate Departments, but through the far- 
sightedness, initiative and guidance of 
our Company’s top management, this 
department has grown from what is re- 
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garded as a necessary expense depart- 
ment to a revenue producer second to 
none in the financial structure of the 
Company. Our Company is today offer- 
ing the following real estate services to 
its clients and the public in general :— 

(1) Property management. 

(2) Planning and sale of complete 

sub-divisions. 


(3) Leasing and renting service of 


residential, business and_ industrial 
property. 

(4) Buying or selling service of 
residential, business and_ industrial 
property. 

(5) Sale of industrial vacant land. 


(6) 


(7) Real estate assessment appeals. 


Valuations. 


Property Management Service 


While local conditions would obvious- 
ly create some variance in a particular 
situation, comments on of the 
services we are offering to our clients 
may be timely. With regard to property 
management, it has been found that a 
prospective client is interested mainly 
in two things—What is property man- 
agement? and what will it do for me 
and my property? To the first query, 
the answer would be something like 


some 


this; Property management service is 
the modern business method of reducing 
over-head by group control of renting 
and maintenance costs. Because it is a 
specialized service, the average property 
owner will find that property manage- 
ment service will improve both his finan- 
cial and property position beyond the 
best point to be reached by personal 
management. Efficient property manage- 
ment service relieves the owner of all 
worries in regard to rentals, collections. 
maintenance and all other details con- 
cerning the property. 

Because property management service 
is paid for on a percentage-of-revenue 
basis, it is in the interests of the man- 
ager to produce the highest possible 
revenue from each property. To cite an 
example, a large apartment building 
under our management increased its 
operating profit in two years by 62%. 
It should also be noted that this increase 
was achieved during a period when ren- 
tals were frozen under a Government 
wartime order. 

The the client’s 
query would be as follows: 


answer to second 

(1) Prompt collection of rents. 

(2) Quick renting due to constant 
demand created by connection, vol- 
ume, advertising, etc. 

(3) Proper rental rates due to our 
familiarity with rental situation in 
every detail. 

(4) Better class tenants obtained 
by rigid check-up of references. 

(5) More successful negotiations 
with tenants through our being inde- 
pendent third party. 

(6) Minimum repair and mainten- 
ance expense due to expert practical 
knowledge, systematic 
and savings possible through volume. 

(7) Lower fuel costs due to col- 
lective contract buying in large quan- 
tities (savings to our clients up to 
15%). 

(8) Supplies purchased at reduced 
prices for benefit of clients. 

(9) Insurance savings _ effected 
through our knowledge of correct 
amount, and proper type of coverage 
which should be carried. 


supervision 


TRUSTS AND ESTATES 


va 
ar 
tic 
ac 
te! 
off 
ag 
th 
ch 


fo: 


' 
' 


SE 


ing 
ing 
sa 
rty 
gze- 
an- 
the 
nal 
ge- 

all 
ns. 
on- 


1ue 
an- 
ble 

an 
ing 
its 
ase 
en- 


ent 


nd 


ant 


yur 
in 


ct 


ge 


ee 


(10) Detailed statement of receipts 
and disbursements sent out on definite 
date each month. 

(11) Proper accounting to comply 
with income requirements (return 
filed with government each year). 

(12) Expert checking of taxes and 
appeals when desirable. 

(13) Properly drawn leases as re- 
sult of our wide experience in hand- 
ling all types of properties. 

Sub-Division Planning 

A trust company Real Estate Depart- 
ment can offer outstanding service to 
its clients in connection with sub-divi- 
sion planning. As an example, a large 
block of land is bought by a group, 
with the object of dividing it into small 
parcels and selling it at a profit. By 
using the services of a trust company, 
the land is put in the name of the Com- 
pany as trustee. The planning division 
then take over and do the necessary 
work of hiring surveyors, laying the 
land out in accordance with all rules 
and regulations of the Municipality 
Town planning boards, State or Provin- 
cial Boards, etc. Under the present mul- 
tiplicity of these requirements it takes 
considerable experience and familiarity 
with them to carry the matter to the 
stage where final plans approved by all 
the authorities may be registered in the 
registry office. Following this, arrange- 
ments for local improvements are made 
with the Municipality. 

When the land is ready for sale, the 
vacant land sales force goes to work 
arranging newspaper advertising, erec- 
tion of signs, etc. The land is then sold 
according to prearranged prices and 
terms. The trust company accepts the 
offers, makes collections under the 
agreement of sale, pays taxes, collects 
the proper proportion from the pur- 
chaser, and when the lot is fully paid 
for, delivers the deed. As a large per- 


New chief office of Bank of Nova Scotia, one 
of Canada’s largest office buildings, for which 
Chartered Trust Co. is rental agent. 


centage of this land is usually purchased 
by speculative builders, the field is now 
open for our house salesmen to take 
over the job of offering for sale the 
houses that will eventually be built on 
the land. 


Sales and Rentals 


In recent years the sales and rental 
divisions have developed to such an ex- 
tent, that they are now the leading 
revenue producing sections of our Real 
Estate Department. Included in sales 
of the last few months are four large 
office buildings located in the business 
section of Toronto. 

The Company has also been very 
prominent acting in the capacity of 
rental agent for all types of property, 
and recently was appointed exclusive 
rental agent for the magnificent new 
25 story Bank of Nova Scotia building 
situated in the heart of Toronto’s finan- 
cial district. Due to wide connections 
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and associations of the Company, the 
building is now in the final stages of 
being completely rented, several months 
before it is actually ready for occupancy. 

Further services being offered to our 
clients are valuations of property and 
appeals in connection with real estate 
tax assessments, and it can be stated 
that the courts respect very highly the 
opinions expressed by a trust company 
in this regard. 

The prime job of a real estate sales- 
man is to sell real estate, but when he 
is employed by a trust company he can 
also be a goodwill ambassador for all 
the other services which are being 
offered by the company. Other trust 
companies might well give serious 
thought to incorporating this service 
into their structure. They have a Real 
Estate Department, an established cli- 
entele, a name that is trusted and re- 
spected, and more than ever before, a 
real estate conscious public waiting to 


be served. 
A A A 
Government to Borrow 


The Dominion government plans to 
borrow $300 million from banks for 
half a year, on short term deposit certi- 
ficates due Feb. 28, 1951, bearing inter- 
est at %& of 1%. 
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WORK OF TRUST COMPANIES ASSOCIATION OF ONTARIO 


ACK in 1932 some of the leading 

men in the trust company business 
in Ontario got together and decided that 
the time had come when trust institu- 
tions in this Province should have an 
association to look after the increasing 
number of complex problems arising out 
of the constantly growing trust business. 
As a result of that meeting the Trust 
Companies Association of Ontario was 
formed. Its first President was J. M. 
Macdonnell of National Trust Co. Limit- 
ed, Toronto, now retired from the trust 
business, but still leading an active pub- 
lic life as a Member of Parliament at 
Ottawa. 


The objects of the Association as 
stated in the Articles of Association are 
“to promote the interest and general 
welfare of Trust Companies carrying on 
business in the Province of Ontario by 
affording through meetings of the As- 
sociation and otherwise opportunities 
for the discussion and consideration of 
questions affecting such companies in 
their fiduciary and other capacities.” 
The first Secretary of the Association 
was T. D’Arcy Leonard, K. C., who was 
at that time engaged in the practice of 
law and who is now General Manager 
of Canada Permanent Trust Company, 
Toronto. In 1937 Mr. Leonard was suc- 
ceeded in the office of Secretary by Lau- 


rence G. Goodenough, LL.B., who served 


in that office for the next twelve years. 
The Association was then on a part-time 
basis and its work was done in the Law 
Office of the Secretary. Mr. Goodenough 
is still connected with the Association 
as general Counsel. 


However, the increase in the use of 
trust throughout 
Ontario and the growing work of the 
Association necessitated the placing of 
the secretariat on a full time basis and 
of an 
office. No doubt the great increase in 


companies’ services 


the establishment Association 
the use of the services of Trust institu- 
tions and the high regard of the public 
for the integrity and sound business 
principles of Ontario trust companies 
can be attributed in large measure to 
the work of the Association and the ad- 
herence of individual companies to the 
highest principles of corporate trustee- 
ship. William R. Scott was chosen to 
serve as secretary-treasurer. 


All Phases Covered 


The work of the Association touches 
upon all phases of the Trust business. It 
has committees to deal with matters 
concerning income taxes, succession du- 
ties and other taxes, the transfer of 
stocks and disbursement of dividends, 
public trust 
funds. 


relations and common 
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Shown at annual meeting, left to right: secretary-treasurer W. R. Scott; president R. S. 

Anderson, Crown Trust Co., Toronto; guest speaker Rt. Hon. Arthur Meighen; vice pres- 

ident D. E. Kerlin, Montreal Trust Co., Toronto; retiring president J. A. Taylor, Canada 
Trust Co., London. 
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There is also an Education Commit- 
tee. The Association conducts through 
Queen’s University of Kingston, On- 
tario, a course in Trust Company Busi- 
ness for employees of Ontario trust com- 
panies and their branches throughout 
Canada. The course consists of six sub- 
jects. Section 1 is comprised of the sub- 
“Fle- 
ments of Law” and “Trust Business I.” 
The second section includes “Interme- 


jects, “Elementary Accounting.” 


diate and Personal Trust Accounting.” 
“Corporation Finance” and “Trust Busi- 
ness II.” One hundred and twenty-four 
students applied to try the examinations 
in March in a number of centres across 
Canada. Sixty-four new students are reg- 
istered this year in the first subject of 
the course, for a total of 185. 


Annual Meeting 


The annual meeting this year was 
held in London on June 6. J. Allyn Tay- 
lor, assistant general manager of The 
Canada Trust Co., retiring president. 
said, “Just as the whole pattern of our 
Canadian economy continues to change 
and expand, so the function and scope 
of trust company services alter and in- 
crease. The past year has again shown 
a tremendous increase in the number of 
people availing themselves of trust ser- 
vices. Nevertheless, the mystery and pop- 
ular delusions surrounding the function 
of the trust company continue as an 
obstacle to more general acceptance of 
these services. 


“The trust company represents simply 
the group judgment of a number of 
trained individuals working together in 
not for the 
wealthy alone, but for all classes. When. 


the conservation of wealth 


and only when, trust companies succeed 
in making that fact known, will the full 
extension of trust company services take 
place.” Assets of members of the On- 
tario Association now total an all time 
high of $3,293,037.447, an increase over 
1949 of $114,049,857. 


Succeeding Mr. Taylor, the Associa- 
tion elected Reginald S. Anderson, as- 
sistant general manager of Crown Trust 
Company, Toronto, as president, and 
D. E. Kerlin, manager, Montreal Trust 
Company, Toronto, as vice-president. 


awarded to seven 
graduates from the course at Queen’s 
University. H. G. Enns of Kitchener was 
given the award for the graduate with 
the highest marks. 


Diplomas were 
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Keynesian ‘Managed Economy : Marks 
THE CANADIAN EXPERIMENT 


BENJAMIN HIGGINS 


Bronfman Professor of Economics, MeGill University, Montreal, Canada 


OR the past ten years, Canada has 

been the scene of an economic ex- 
periment; an experiment conducted with 
so little fanfare as to pass almost un- 
noticed by the rest of the world, and 
indeed by the majority of Canadians; 
an experiment that is probably unique 
in history; for it is an experiment with 
a “managed economy” along Keynesian 
lines. without the slightest admixture of 


socialist ideology. 


It could hardly be said that Canada’s 
“managed economy” has been sold to 
the electorate in a Keynesian package. 
There have been occasional statements 
by Cabinet ministers to suggest a Key- 
nesian approach to economic problems, 
but for the 


measure has been presented to the pub- 


most part each specific 


lic on an ad hoc basis. 


It must also be said that the Cana- 
dian “Keynesian” economics is neces- 
sarily a modified one. There are several 
factors in Canadian economic organiza- 
tion that preclude reliance on broad ag- 
gregative analysis alone. First, Canada 
is a huge country. bigger than conti- 
nental United States, and it is highly 
regionalized. 


Second, the Federal nature of the po- 
litical structure requires a breakdown 
of national policy by Provinces. The 
nine Provinces have six different gov- 
ernments; together with the municipali- 
ties which they control, the Provincial 
governments normally spend twice as 
much for public investment as the cen- 
tral government, and they spend a great 
deal on social services as well. 

Third, the Canadian economy is high- 
mining, in 
fields of manufacturing, in finance, in 
transportation and communication, a 
handful of firms control the field. In 
many instances, the technical nature of 
production is such that efficiency re- 
quires a scale of output too large for 


ly monopolized. In most 


This article is the English translation of ex- 
cerpts from a paper, “‘L’Esperimento Canadese di 
‘Dirigismo Keynesiano’ ,”” published in the Italian 
Journal Economia Internazionale. 
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With the quickening economic growth of Canada there is a pronounced trend away from 
agricultural dominance, though the field still occupies an important position. Industry, 
however, is rapidly moving into a position of greater importance. 


anything approaching pure competition 
to be feasible. 

Canada’s conversion to “dirigisme” 
is of recent origin. During World War I. 
and during the great depression of the 
‘thirties, economic policy was based on 
a somewhat defeatist variety of “laissez- 
faire” philosophy. Economic develop- 
ments in Canada were thought to be 
the inevitable consequences of irresist- 
ible “outside forces,” and it was consid- 
ered that economic intervention would, 
on balance. make things worse rather 
than better. 


Canada in World War II 


In terms of the share of total re- 
sources devoted to war, Canada must 
be accounted one of the major belliger- 
ents of World War II. The enormous 
growth of government responsibilities 
in wartime resulted in an expansion of 
total government expenditures from less 
than 15‘ of gross national income in 
1938 to over 40% in 1944. At their 
peak in 1944, war expenditures reached 


$4.4 billions (over $350 per capita) 
including nearly $1 billion for aid to 
other United Nations. The armed forces 
swelled from a mere handful 
10.000 men to over three 
quarters of a million men and women 
in 1944, Canada became the fourth in- 
dustrial country among the United Na- 
tions. with the two largest blast furnaces 
in the British Empire, a rate of indus- 
trial production double the prewar rate, 
a steel production double prewar, an 


were 
of some 


aluminum production six times prewar, 
and—despite a decline both in acreage 
cultivated and in agricultural employ- 
ment—an expansion of agricultural 
production by some 60%. 


In the very first budget message of 
the war, the principle of financing the 
war as much as possible on a pay-as- 
you-go basis was laid down. During the 
first two years of war, however, while 
unemployment and excess capacity still 
existed and a full-scale war production 
programme was not yet established, it 
was considered both permissible and de- 
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sirable to produce some increase in 
money supply as a deliberate part of 
war finance. It was felt that monetary 
expansion would help to lubricate the 
war machine as it gathered momentum, 
and that no threat of serious inflation 
could develop so long as unemployment 
and excess capacity were widespread. 
In accordance with these principles, tax 
increases were moderate in the first two 
vears of war. After 1940, however, and 
especially after 1941 when full employ- 
ment prevailed, the Canadian govern- 
ment relied very largely on increases in 
income tax rates to sterilize increases in 
income and check inflation. In 1942, the 
system of income tax collection was 
shifted to a pay-as-you-go basis. 


Tax Effects 


From 1942 until 1944, when the * 
fundable portion” of the tax was cut in 
half, the structure of Canadian income 
tax (including the compulsory savings 
portion) was slightly higher than in the 
United Kingdom for incomes between 
$4,000 and $20,000 per year, and slight- 
ly lower in other brackets; and consid- 
erably higher than in the United States 
(including the New York State income 
tax.) 


re- 


In 1941. a Dominion inheritance tax 
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was introduced for the first time. The 
corporation income tax was raised from 
15% to 18%, and in addition an ex- 
cess profits tax was imposed, amounting 
to 12% of total profits plus 100‘¢ of 
profits in excess of the average for the 
four fiscal years 1936-39, or another 
10% of total profits, whichever was 
greater. This combination of provisions 
meant that no corporation could earn 
and keep more than 7% of prewar 
“standard” profits was refundable after 
the war emergency had ended. 


Before the war, Dominion 
leaned heavily on commodity taxes; the 
federal government derived about two- 
thirds of its total revenues from tariffs, 
general sales taxes, and specific taxes on 
liquor, tobacco, and so forth. The war 
afforded an opportunity for reducing 
the regressiveness of the Federal tax 
structure. Pursuing its stated policy of 
imposing the burden of war finance in 
accordance with ability to pay. the 
Government avoided general increases 
in commodity taxes. Taxes were in- 
creased on certain “luxury” goods and 
services; to help conserve American 
dollars, a 10% “war exchange tax” was 
imposed on non-Empire imports, and 
automobile taxes were _ sharply 
creased. In the main, however, the in- 
crease in commodity tax receipts re- 
flects expanded outlays rather than high- 
er tax rates. 


finance 


in- 


As a consequence of increased rates 
and higher incomes, total revenues rose 
nearly fivefold from the fiscal year 1940 
to the fiscal year 1945. Over the six 


fiscal years of war, Canada covered 
some 56°% of her federal expenditures 
from current revenue, more than either 
the United States or the United King. 
dom.! 


Monetary and Debt Policy 


The Dominion government spent 
nearly $19 billions in the six fiscal years 
of the war, and having covered only 
$10.6 billion with current revenues, had 
total deficits of some $8.4 billion. Some 
$300 million of old debt matured dur- 
ing the war, which were met by new 
borrowing. Moreover, cash require- 
exceeded expenditures;”  alto- 
gether, the direct and guaranteed fund- 
ed debt rose from $4.7 billion on 
March 31, 1940 (or $4.4 billion a year 
earlier) to $14.6 billion at the end of 
fiscal 1945. 


Over the same period, however. the 


ments 


average rate of interest on outstanding 
debt fell from 3.5'¢ to 2.6‘, 
sequently the interest burden rose only 
from $115 million (fiscal *40) to $273 
million (fiscal “45). As a percentage of 


and con- 


national income. the debt service rose 


only from 2.4 to 3.0%. 
centage of revenues. it fell from 20.4 to 
LO... 


and as a per- 


For more complete accounts of Canada’s war- 
time fiscal policy, see R. Craig Mclvor, “Canadian 
War-Time Fiscal Policy, 1939-1945,"" Canadian 
Journal of Economics and Political Science, Feb- 
ruary 1948; J. R. Beattie, “Canadian War Fi- 
nance,"” Industrial Canada February 1943; and 
B. S. Keirstead, ‘Canada’s War Against Inflation,” 
National Industrial Conference Board. Economic 
Record, 1944. 

“Cash requirements include such items as credits 
to foreign governments, allocations to government 
reserve funds, loans under the housing Act, etc. 
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Throughout the war, the Bank of Can- 
ada followed a policy of providing the 
chartered banks with the cash necessary 
to maintain ratios within the 
customary 9-12% range, while meeting 
all legitimate credit needs of private en- 
terprise, and at the same time lending 
to government whatever was required. 
The result was a growth of central bank 
holdings of government securities from 
$163 million in August 1939 to $1.625 
million in August 1945. Over the same 
period, chartered bank portfolios of 


reserve 


governments grew from $1,187 million 
to $3.415 million. At the latter date. 
securities of Canadian 
of total assets, 
as compared to 58‘: for American 
banks and 61‘: for British banks. 


The growth of bank holdings of gov- 


government 
banks constituted 52‘; 


ernment securities was accompanied by 
(11%) 


loans. and consequently the volume of 


a small increase in domestic 
money increased substantially. The ac- 
tive note circulation grew from $207 to 
$966 million, deposits from $2,532 to 
$5.172 million. The total money supply 
thus swelled by 116‘. 
to 115‘. in the United Kingdom and 


165‘: in the United States." 


which compares 


The American Dollar Problem 


A problem that Canada shares with 
most other countries. and which seems 
likely to continue for some time to come, 
is the chronic shortage of American dol- 

For a more detailed account of the impact of 
war on Canadian financial institutions, ef. B. 
Higgins, Canada’s Financial System at War, New 


York (National Bureau of Economic Research) 
April, 1944. 


lars. Canada’s balance of payments is 
dominated by the large import surplus 
from the United States, and the large 
export surplus to the United Kingdom. 
Before World War II, Canada used her 
sterling surplus to offset her dollar 
shortage. Now that sterling is incon- 
vertible into dollars, Canada has great 
difficulty in obtaining enough American 
dollars to pay for all the things that 
Canadian households and firms would 
like to buy from the United States. The 
disappearance of Canada’s reserves of 
American dollars during 1947 and the 
growing passive balance of payments 
with the United States, necessitated new 
measures to conserve dollar exchange 
early in 1948. Restrictions on travel in 
the United States and on capital trans- 
fers, which had been relaxed somewhat 
since the war, were tightened again. In 
addition, imports of certain commodi- 
ties from the United States were re- 
stricted, by outright prohibition, quotas, 
or taxes. The commodities selected for 
restriction were of a sort that could ulti- 
mately be produced in greater quantities 
in Canada, or for which sources outside 
the United States could ultimately be 
developed. 

It would appear, therefore, that Can- 
ada has embarked on a long range pro- 
gramme of industrial and trade develop- 
ment that would make the Canadian 
economy less directly dependent upon 
the imports from the United States. Such 
a development is quite consistent with 
the whole trend of Canadian economic 
development since 1913, which has been 
one of increasing industrial maturity. 
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The Government does not regard 
“huge expenditures on public works” 
as a “cure-all,” but believes that public 
investment has an important role to play 
in the rapid growth of the country. and 
that a well planned public investment 
programme can contribute to the stabil- 
ization of employment whenever private 


employment declines. 


Problems of Industrialization 


World War II accelerated the trend. 
already discernible in the interwar pe- 
riod, for Canada to become an essenti- 
ally manufacturing, rather than an es- 
sentially agricultural country. In 1918, 
agriculture contributed 44% of the total 
net value of Canadian production, man- 
ufacturing 33%. When the second world 
war began, agricultural production had 
already shrunk to 22% of the total, 
while manufacturing had grown to 39%. 
In 1943, well over half the net value 
of Canadian production consisted of 
manufactured goods, and agriculture. 
despite a 60% increase in the value of 
agricultural production, accounted for 
only 20‘% of the total. 

It is as yet too early to assess Can- 
ada’s economic experiment in any de- 
tail. So far, it seems to have been at- 
tended by a notable degree of success. 

(Continued on page 617) 
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CANADIAN INVESTMENT COMPANIES 


STRUCTURE, GROWTH, POLICIES AND COMPARISONS 


NCREASING recognition of the vast 

economic potential in Canada has 
found reflection not only in the recent 
growth of established indigenous mu- 
tual investment companies as well as the 
formation of three new funds, but also 
in additions of Canadian securities to 
the portfolios of several United States 
investment trusts. Investors in Canada 
have been familiar for some time with 
investment company shares, the major- 
ity of closed-end trusts having been in 
existence for over two decades. How- 
ever, the open-end company or mutual 
fund, the shares of which are continu- 
ally offered for sale and redeemable at 
asset value, is of more recent origin 
and the total amount held in the coun- 
try is less than half of that owned of 
the older type company. 


An appreciation of the future oppor- 
tunities for development of the mutual 
fund in Canada can be obtained by 
comparing the status of the two types 
of companies on either side of the 
border. The total asset value of Cana- 
dian closed-end general management in- 
vestment companies at the beginning of 
the current year was approximately 100 
million dollars, while the comparable 
sum for the closed-end companies in 
the United States was just under 800 
million dollars. With latest official 
sources indicating an average annual 
per capita income fifty per cent higher 
in the United States and a population 
eleven times that of Canada, the total 
holdings of closed-end companies would 
appear to be twice as heavily concen- 
trated in the latter country. 


However, when reference is made in 
the same manner to the open-end or 
mutual funds, an entirely opposite pic- 
ture is presented. Assets of this latter 
type company totalled over 2,100 mil- 
lion dollars in the United States as of 
June 30th and only 45 millions in Ca- 
nadian funds. Correlating these figures 
also to per capita income and popula- 
tion, these holdings are apparently three 
times as heavy in the United States as 
they are across the border. Assuming at 
least the same relationship to exist 
eventually in Canada as presently in the 
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United States between closed and open- 
end company assets, the prospect of a 
six-fold increase in holdings of mutual 
funds is far from improbable. Growth 
of the oil fields in the Western prov- 
inces and increasing development of 
ferrous deposits in the Canadian shield 
as well as expanding defense manufac- 
turing will provide an additional im- 
petus for this relatively nascent finan- 
cial institution. 


The Close-End Structure 


Before presenting a more detailed 
picture of the mutual investment com- 
panies, their predecessors, the closed- 
end trusts, should be briefly described. 
This discussion is confined to the public- 
ly held companies of this type although 
there are several closely-held invest- 
ment trusts owned by members of one 
family or a small group of associates. 
Almost on the border line is the Argus 
Corp., Ltd., a holding company control- 
ling approximately a half dozen corpo- 
rations, but partially owned by outside 
public stockholders. Also excluded from 
the list of general management trusts 
is Mining Corporation of Canada, a 
holding company with 3,000 stockhold- 
ers. 


Eliminating subsidiary corporations, 
there are seventeen closed-end compan- 
ies included in the total holding assets 
of 100 million dollars mentioned above. 
The oldest trust is the Debenture and 
Securities Corporation of Canada which 
was founded in 1901, having been cre- 
ated by a special act of the Canadian 
Parliament. Next in age is Canadian 
Power and Paper Investments, Ltd. 
which was organized in 1920 as a gen- 
eral management company to specialize 
in investments in the public utility and 
pulp and paper fields. The majority of 
the other companies were given their 
charters in the late twenties and a few 
came into existence after 1930. 


United Corporations, Ltd., the largest 
closed-end trust with a generally diver- 
sified portfolio, had total assets valued 
at the beginning of the year at almost 
15 million Canadian dollars. The com- 
pany next in size with a diversified list 


of holdings valued at over 14 million 
dollars is Canadian General Invest- 
ments, Ltd. A portfolio concentrated 
more on special categories of securities 
with net worth of 184 million dollars 
is owned by Hydro-Electric Securities 
Corporation. Net asset values of other 
trusts range from 7 million dollars 
downward. 


The capital structure of seven of 
these funds—almost half of the total— 
is triple-decked, constituting bonds, pre- 
ferred and ordinary or common shares. 
Five others have both preferred and 
ordinary shares outstanding while an- 
other has bonds and a junior equity 
issue. Canadian General Investments, 
Ltd., Third Canadian General Invest- 
ment Trust, Ltd. and International Hold- 
ings, Ltd. have a single issue of ordi- 
nary shares similar to the structure of 
Lehman Corporation or National Shares 
Corporation in the States. Portfolios 
generally include all three types of se- 
curities in varying amounts percentage- 
wise. The portion invested in ordinary 
or common issues thus ranged on De- 
cember 3lst from 41% in London Ca- 
nadian Investment Corporation and 
4414% in Third Canadian General In- 
vestment Trust to 88% in Consolidated 
Diversified Standard Securities and 
89% in Investment Bond and Share 
Corporation. 


Open-End Funds Popular 


The largest open-end investment com- 
pany or mutual fund is the Canadian 
Investment Fund, Ltd. which is spon- 
sored by Calvin Bullock Ltd., affiliated 
with the New York investment firm of 
Calvin Bullock. The company was also 
the first trust of this type to be organ- 
ized across the border, having been 
incorporated in 1932. Total net assets 
had a value slightly above 31 million 
dollars on June 30th of the current year 
and stockholders numbered 12,834. In- 
dicative of the avid interest shown by 
Canadian investors in mutual funds is 
the growth of the trust in one year. On 
June 30th, 1949 the fund’s assets had 
a value of 16 million dollars and there 
were only 7,171 holders of its shares. 
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Similarly, Commonwealth Interna- 
tional Corporation, the second largest 
open-end investment company in Can- 
ada, has more than doubled the value 
of its assets during the annual period 
ending on June 30th. At that date its 
total net worth was almost 814 million 
dollars, an increase of 4!/; millions. A 
minor portion of this increase is due 
to a rise in stock market values, but 
shareholders increased from 3,589 to 
5,100 and shares outstanding from l,- 
350,000 to 2,201,000. The company was 
established one year after the Canadian 
Investment Fund in December 1933. 
Like the latter company its policy is to 
invest primarily in common stocks. 


Leverage and Balance 


Sponsored by the same group of in- 
vestment dealers as Commonwealth, 
Leverage Fund of Canada was incorpo- 
rated in March 1949 and began opera- 
ting at the end of that year. Presently 
it is the only mutual fund in Canada 
whose policy it is at appropriate times 
to make use of the leverage principle, 
but it is provided in its charter that 
borrowings must always have at least 
a 300% asset coverage. On April 30th 
last borrowed funds amounted to $35,- 
000 or 1214% of total assets; on June 
2nd this money was repaid and it is 
understood that in the opinion of di- 
rectors conditions subsequently have not 
warranted additional bank commit- 
ments. The net assets of the company 
on April 30th, the date of its last finan- 
cial statement, were a quarter of a 
million dollars. Investments were all in 


common stocks. In addition to this fund 
employing the leverage principle and 
the Commonwealth stock fund, the same 
group of sponsors has recently organ- 
ized a balanced fund whose management 
policies will resemble those of similar 
type funds in the United States except 
that no disbursements will be made 
from capital gains. 


The oldest mutual investment com- 
pany in Canada, of the balanced type, 
however, is Corporate Investors, Ltd. 
Although organized in 1931 as a closed- 
end company, it did not become a mu- 
tual fund with fully redeemable shares 
until some years later. On June 30th 
of the current year its assets were val- 
ued at 31%, million dollars and its stock- 
holders numbered 1,709. 


A sixth open-end company is Invest- 
ors Mutual of Canada which commenced 
operations last year. Sponsored by In- 
vestors Syndicate of Canada, its net 
assets, valued as of June 30th at a mil- 
lion dollars, were owned by over 800 
stockholders. Chairman of the Board 
is Robert W. Purcell who also heads up 
the boards of the three mutual funds 
sponsored by the affiliated Investors Di- 
versified Services in the United States. 


Probably one of the most interesting 
developments in the Canadian mutual 
fund field is the recent organization of 
Resources of Canada Investment Fund, 
Ltd. Commencing operations in the 
middle of June, it held cash of $350,000. 
President is J. Ernest Savard, senior 
partner in the Montreal Stock Exchange 
firm of Savard and Hart. Its investment 
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policy as set forth in the prospectus is 
“to maintain a diversified portfolio of 
securities with particular reference to 
those of Canadian mining, natural gas 
and oil companies whose properties are 
either already in production or are be- 
ing readied for production.” Investment 
in any one company is limited to 5% 
of assets of the trust except in the event 
dividends have been paid without in- 
terruption for three years immediately 
preceding purchase, when the restric- 
tion is 10%. 


Comparisons and Contrasts 


Certain characteristics of the Cana- 
dian open-end companies are of partic- 
ular interest because of their variations 
from mutual funds in the United States. 
In capital structure there are two fea- 
tures which distinguish the Canadian 
trusts more from a theoretically legal- 
istic standpoint than one of actual oper- 
ation. Due to a provision in the Com- 
panies Act of Canada that a corporation 
can neither trade in nor repurchase its 
own shares, mutual investment compan- 
ies will authorize a small issue of a 
special class of capital stock, usually 
1,000 shares of one dollar par value, 
for the sole purpose of fulfilling this 
statutory requirement. Special stock 

(Please turn to page 594) 
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pretation of the figures. The complete index Telesis 
back to 1935 appears quarterly. —- Editor’s = Invest. 
Note. Principal Low High Principal | | Ine. 
¢ BALANCED FUNDS 
American Business Shares —-. : _ 65.9 170.1 
un ne rene Fk. — 71.4 189.3 
Axe-Houghton “B” sucpcaieetnmucnadiassieela _— 83.1 213.7 
Boston Fund aesitcadabeidhaiinivitesat 103.1 60.2 164.8 
INC. Commonwealth tnt 106.3 73.5 199.2 
Eaton & Howard Balanced - 114.5 73.6 158.2 
Fully Administered Fund (Group Securities) — 69.4 156.6 
An Open-End Investment General Investors Trust esas siplininel 110.0 65.2 134.7 
Company Investors Mutual —_.__ ipiadelcocaitonigi — 73.5 151.7 
Johnston Mutual Fund eee — — — 
Nation-wide Securities** — 102.6 59.6 183.2 
I i as ae — — 
George Putnam Fund Sea Mr ten -- 69.2 130.6 
22S 
Prospectus may be obtained from ec all ln yer ies - 97.4 P 08 pry 
your authorized dealer or Wellington Fund | 105.2 75.0 154.1 
Whitehall Fund - see — — — 
HUDSON DISTRIBUTORS ————————— —__|_ 65.1 219.4 | 19 
Inc. AVERAGE: BALANCED FUNDS ae 105.6 70.8 161.4 145.6 | 4.19 
Principal Underwriter STOCK FUNDS ; 

: Affiliated Fund*** ~ 50.2 224.9 168.8 § 5.95 
ee, seen Ee Broad Street Investing Corp. 109.9 60.1 198.8 159.7 5.09 
Financial 6-3223 ro at 2.8356 ; Bullock Fund aes ee 109.8 61.0 171.2 7153.4 9] 4.42 
Teletype: CG 1141 T'l't'pe:NY1-3347 Delaware Fund _ 76.1 172.3 149.0 9 3.84 

Diversified Investment Fund (N.Y. Stocks) *** — ates 150.3 4124.6 95.47 
Dividend Shares : 109.0 62.1 151.6 139.0 9 4.32 
Eaton & Howard Stock ety : 107.1 62.7 171.2 166.7 1 4.17 
Fidelity Fund — — 177.5 173.5 4 4.94 
First Mutual Trust Fund — 59.2 127.2 90.4 4.12 
Fundamental Investors 105.2 64.8 206.5 190.9 # 4.19 
Incorporated Investors 103.6 63.9 219.8 182.1 9] 5.26 
Institutional Shares (Stock & Bond Group) - — — 174.4 140.0 ] 4.52 
Investment Co. of America — 69.0 192.2 160.7 § 3.81 
Investors Management Fund 107.7 67.7 179.1 170.1 {4.77 
Knickerbocker Fund cae — 59.8 126.2 103.9 3.46 
Loomis-Sayles Mutual Fund ee 72.4 74.2 188.6 167.3 Hf 2.54 
EXPERIENCE Loomis-Sayles Second Fund Paes! 88.3 71.8 184.5 165.2 |} 2.89 
Massachusetts Investors Trust 110.7 59.7 151.1 137.9 4.94 
Massachusetts Investors 2nd Fund 114.2 57.4 171.3 ¥149.0 4 3.91 
IN CONNECTICUT Mutual Investment Fund es 129.7 56.1 168.5 135.8 |} 3.53 
National Investors — _- 60.7 220.8 178.9 } 4.05 
National Securities — Income*** _. — 66.0 185.1 + 96.9 15.94 
New England Fund 117.4 61.4 134.4 133.1 | 4.24 
Selected American Shares _. 123.8 60.9 172.2 142.4 | 4.92 
: : Sovereign Investors — 62.5 123.4 110.8 } 4.29 
WE OFFER Cooperation in State Street Investment Corp. 92.8 60.7 $187.1 187.1 } 3.35 
. Wall Street Investing Corp. — _ — 171.5 |} 3.80 
Trust or Banking Matters AVERAGE: STOCK FUNDS.....__.| 106.8 63.4. 172.2 152.4 | 4.14 
based on our thorough 90 STOCK INDEX (Standard & Poor's) 106.7 59.3 154.1 14634 — 
3 . CONSUMERS PRICE INDEX (B.L.S.) ~ ao 99.6 174.5 — — 
knowledge of this territory. oe | 
Base index number of 100 is the offering price otjpec. 3( 
COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective dates indicated|me addec 
date and the resultant sum is divided by the 1939 base offering price. 
COL. 19 represents the current month-end bid (col. 16 less all capital distributions) diviéi/by the 


INCOME PERCENTAGE includes only those dividends paid by the companies out of 
on their portfolio securities (excluding all capital distributions). 


COL. 17 represents figure obtained by dividing such dividends accruing over the annudl 





The STAMFORD TRUST Co. 








300 Main Street 


Branch Office at Ridgeway Shopping Center 
on Summer St. 


Stamford, Connecticut 








| 
| 

Member Federal Deposit Insurance Corporation 
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average of the twelve month-end offering prices ending on the corresponding date. 
CAPITAL GAIN DISTRIBUTION column (18) represents percentage of distributiot, 
sources, for the current annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the dal 
age of all those stock or balanced funds in existence at the time. 










** Became balanced fund in 1945. 


e Principal index begins after 1939 base date. 
Sin part from surplus. 


+Ex-dividend current month. 
{High reached current month. 





Name ch 


COPYRIGHT 850 BY H 


TRUSTS AND ESTATES SE 





INESTMENT COMPANIES 







































~ te ra a EATON & HOWARD . EATON & HOWARD 
i ° es Prin. Less I 
___ Invest. Cap. Cum. Cap. heen 
neipal | Ine. Distr. | Distr. (Bid) | Income % PROSPECTUSES OF THESE TWO MANAGED INVESTMENT FUNDS MAY 
- - BE OBTAINED BY REQUEST TO YOUR INVESTMENT DEALER OR TO 
38.0 | 4.51 _ $109.6 3.72 EATON & HOWARD 
70.3 4,21 at 7146.2 3.86 INCORPORATED 
oy) ile A a BOSTON 
80.6 13.95 ‘81 155.8 3.09 TWENTY-FIVE YEARS OF INVESTMENT MANAGEMENT 
53.1 4,12 — 144.9 3.54 
32.2 | 3.86 32 111.0 3.37 24 Federal Street 333 Montgomery Street 
15.4 95.17 1.11 99.2 4.97 BOSTON SAN FRANCISCO 
39.5 4,28 .56 118.3 3.80 e 
47.9 4.74 20 146.4 —~ © 
25.3 4,43 Zi 104.8 3.84 
33.6 4.46 — ¥132.2 — @ 
25.8 3.99 te 109.9 3.49 
39.0 | 3.89 —— 134.0 3.40 @ 
aa a Re mood as Certificates of Participation in 
. . iG r.~/ 0.04 
60.3 | 4.11 71 157.9 a INVESTMENT FUNDS 
90.2 4.17 1.64 141.5 2.45 b : he; : 
eS ain - investing their capital 
45.6 | 4.19 .86 124.9 3.63 
! KK eystone IN 
68.8 § 5.95 — 113.0 4.51 : B NDS 
59.7 95.09 — 135.5 4.34 ; O a 
53.4 9 4.42 33 7133.1 3.64 ( |. (Series B1-B2-B3-B4) 
49.0 9 3.84 3.14 82.6 2.93 f | 
24.6 5.47 — $118.2 5.57 @ ustodian PREFERRED STOCKS 
39.0 9 4.32 97 118.4 3.78 : (Series K1-K2) 
66.7 4.17 2.54 148.0 3.29 
73.5 4.94 51 154.7 4.29 e 
90.4 4.12 — 69.2 3.52 rt ll  * COMMON STOCKS 
90.9 4.19 55 166.1 3.27 (Series §$1-S2-S3-S4) 
82.1 5.26 — 148.5 4.50 
40.0 4.52 §2.76 114.3 3.71 e 
60.7 3.81 3.49 1 18.3 3.60 Prospectus from your local investment dealer or 
70.1 4.77 1.42 141.3 3.58 
03.9 3.46 3.28 70.4 3.69 The Keystone Company of Boston 
67.3 2.54 3.84 118.7 2.86 OC s B 9M 
65.2 2.89 4.84 134.7 3.04 50 ongress treet, oston 9 ass. 
37.9 4.94 — 132.6 4.49 
49.0 43.91 — 7125.5 3.60 
35.8 1 3.53 2.03 127.4 3.15 
78.9 § 4.05 1.25 152.4 3.52 
96.9 5.94 — + 86.4 5.92 e 
33.1 4.24 53 121.2 3.67 
12.4 | 4.92 119.4 3.75 
10.8 } 4.29 1.73 87.0 3.57 | 
37.1 | 3.35 4.71 141.6 3.09 i 
11.5 | 3.80 — 171.5 a @ LORD, ABBETT & CO. 
52.4 | 4.14 2:33 124.4 3.60 Investment Managers 
46.3 —_ = — 

















AFFILIATED FUND, INC. 
AMERICAN BUSINESS SHARES, INC. 


Prospectuses on request from 


. 30, 1939. 


added all capital distributions to such 


by the 1939 base offering price. 
me earned from dividends and interest 


, ’ : our investment dealer or 
od ending with the stated date by the . 


any, from capital gains or any other 


LORD, ABBETT & Co. 
63 Wall Street, New York 


e datt|fey commence business equal to the aver- 





sly ; CHICAGO ATLANTA LOS ANGELES 
Not included in balanced or stock coverage. 


ame changed from Russell Berg Fund. 


IGHTBS0 BY HENRY ANSBACHER LONG. 
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once authorized, the redeemable shares 
are issued as another class, usually con- 
stitute the only actual capital of the 
company and can legally be repurchased 
for cancellation by the company. Cana- 
dian Investment Fund has issued such 
shares in the amount of $1,000, but the 


Unton CarBiveE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 


(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared payable October 
2, 1950 to stockholders of record at 
the close of business September 1, 
1950. 


KENNETH H. HANNAN, 
Secretary 








83rd Consecutive 
Quarterly Dividend 


20c per share, payable September 30 
to stock of record September 15, 1950 


meee 
’ 


= me, 
=a 7 
eee WALTER L. MORGAN, President pat 
—— Philadelphia 2, Pa — 
ae meee A 

ee 
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‘CELANESE 


’ CORPORATION OF AMERICA | 
} 180 Madison Avenue, New York 16,N.¥. | 





le Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 


The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable October 1, 1950 to 
holders of record at the close of busi- 
ness September 5, 1950. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable October 1, 1950 to holders 
of record at the close of business 
September 5, 1950. 


COMMON STOCK 


60 cents per share, payable September 
25, 1950 to holders of record at the 
close of business September 5, 1950. 


R. O. GILBERT 
Secretary 
August 22, 1950. 
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majority of other trusts have merely 
authorized such “special” or “deferred” 
class of stock. 


Another distinguishing feature of the 
capital structure is illustrated by the 
division of the net amount received by 
the company for its shares into three 
accounts—“Capital,” ‘“Paid-in Surplus 
—Capital Section” and “Paid-in Surplus 
—Revenue Section.” The latter is used 
to equalize the accumulated earnings 
subject to distribution and is similar 
to the dividend equalization accounts 
of the George Putnam Fund and Fully 
Administered Fund in the United States. 
However, applicability of the segrega- 
tion of the first two accounts has no 
counterpart among mutual funds across 
the border. The common practice is to 
credit $1.00 of the amount received for 
each share to “capital” and the balance 
not necessary for equalization of divi- 
dends to “paid-in capital surplus.” 


As Canadian open-end trust charters 
provide that shareholders can require 
their managements to repurchase their 
proportionate interest in the companies 
to the extent the funds have paid-in 
sarplus available, it would appear that 
latecomers (in the improbable event of 
an almost complete liquidation) could 
not have their shares redeemed. In 
effect, however, this amounts only to a 
temporary borrowing of capital from 
surplus account since the $1.00 per 
share originally credited to capital ac- 
count is eliminated from the balance 
sheet with cancellation of the shares and 
the amount restored to surplus. 


But this largely theoretical obstacle 
to redemption of shares has even less 
significance in Canada than it might 
possibly have in the United States be- 
cause the rate of repurchases in the lat- 
ter country is greater than it is across 
the border. According to the statistics 
published by the National Association 
of Investment Companies, sales of com- 
mon stock funds in the United States 
were 2.58 times repurchases for the 
first quarter of 1950 and this ratio de- 
clined to 1.34 for the second quarter. 
These repurchases for the entire <:x- 
months’ period represented 5.8% of the 
value of the net assets outstanding at 
the beginning of the year. In contrast, 
during the same period, sales of Cana- 
dian Investment Fund were 199 times 
repurchases and 1/10th of one per cent 
of shares outstanding on January Ist; 
sales of Commonwealth were 33 times 
repurchases and .57% of capital. 


There are apparently several reasons 


for this disparity. One is that there is 
a very active over-the-counter market 
in Canada for mutual fund shares. In 
the United States most dealers have sales 
agreements with underwriters which 
provide that no shares will be sold to 
other dealers, but that stock repurchased 
if not resold to one’s own clients will be 
returned for repurchase. In Canada, 
mutual fund participations are freely 
sold by one dealer to another. Secondly, 
the major portion of the development of 
these Canadian companies has occurred 
in the last few years. Another reason 
for the lower rate of redemptions across 
the border is the naturally more con- 
servative approach of the Canadian in- 
vestor to mutual funds. His has been 
traditionally an interest more in the 
income producing benefits of his invest- 
ment, and the open-end fund is viewed 
more as a long term holding. Such atti- 
tude does not reflect the Canadian’s in- 
vestment outlook to the same extent that 
it does the average investor in England, 
but it certainly is somewhat at variance 
with that of many shareholders in the 
States. 


Tax Treatment 


The tendency to retain one’s invest- 
ment focuses attention on the fact that 
in Canada there is no capital gains tax. 
With respect to investment trusts, under 
present law if a fund has elected to 
become a tax-paying investment com- 
pany, although all distributions are tax- 
able to shareholders, 10% of such divi- 
dends are eligible for a tax deduction 
from a resident’s net tax payable from 
all sources. The Canadian investment 
company, itself, is exempt from tax on 
all dividends received in its hands from 
any other tax-paying Canadian corpora- 
tion. 


The treatment presently accorded 
resident holders of Canadian mutual 
funds would seem to be one reason 
standing in the way of purchase of 
American open-end funds by Canadians. 
Of course the present premium of the 
American dollar along with the acquisi- 
tion cost in any event does not present 
an attractive bargain at the outset. Even 
were these deterrents not present, and 
the Canadian dollar restored to parity 
in the near future, as many observers 
think probable, exchange restrictions 
would undoubtedly be such as to pre- 
clude the release of funds for purchase 
of United States investment company 
shares. 


(Continued on page 616) 
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STOCK 


The spirit of cooperation between 
trust groups on both sides of the Ca- 
nadian border is exemplified by the 
annual joint meeting of the Stock Trans- 
fer Section of the Trust Companies As- 
sociation of Ontario, the Stock Transfer 
Association of Montreal and the execu- 
tive of the New York Stock Transfer 
Association. At this year’s meeting in 
June, 41 representatives of the three As- 
sociations attended business sessions at 
the Granite Club, Toronto. Hal G. 
Soward, Chartered Trust Co., Toronto, 
Chairman of the Toronto group, acted 
as Chairman of the Joint Meeting. 


L. G. Goodenough, General Counsel 
of the Trust Companies Association of 
Ontario, discussed recent developments 
in regard to legislation respecting the 
transmission of shares. He reviewed the 
new provisions which were to be added 
at the current session of Parliament to 
the Statutes governing Dominion Trust 
Companies and Loan Companies. In the 
Trust Companies Act and the Loan 
Companies Act the amendment pro- 
vides that where a transmission of shares 
or securities of the company takes place 
by reason of the death of any person, 
the production to an officer of the com- 
pany, or to any other person authorized 
by the directors of the company for 
the purpose, of the document of trans- 
mission, and the deposit with such offi- 
cer or other person of the document of 
transmission, or a copy thereof, and a 
declaration in writing showing the na- 
ture of the transmission, signed by such 
one or more of the persons claiming by 
virtue thereof as the company may re- 
quire, is sufficient justification and au- 
thority to the directors for paying the 
amount or value of any dividend, obli- 
gation or share, or transferring or con- 
senting to the transfer of any obligation 
or share, in pursuance of and in con- 
formity with the document of transmis- 
sion. 


“Document of transmission” is de- 
fined as a document purporting to be 
granted or issued by any court or com- 
petent authority in Canada or elsewhere 
and being letters probate of the will of 
the deceased person, letters of admini- 
stration of the estate of the deceased 
person, or any other judicial or official 
instrument under which the title, wheth- 
er beneficial or as trustee, or the admin- 
istration or control of the personal estate 
of the deceased person is claimed to 
vest or to be confirmed; also a copy of 
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TRANSFER ACTIVITIES 


any such document or an extract there- 
from, purporting to be authenticated 
under the seal of the court or competent 
authority; also a notarial copy of the 
will of the deceased person, if the will 
is in notarial or authentic form accord- 
ing to the law of the Province of Que- 
bec. 


Arthur Pennington, Montreal Trust 
Co., Montreal, delivered a paper entitled 
“The Duties and Responsibilities of a 
Registrar.”” He was followed by Gordon 
S. Watson, National Trust Co. Limited, 
Toronto, who led a discussion on the 
answers to a questionnaire which had 
been sent out by the Toronto Associa- 
tion to Stock Transfer Departments of 
Trust Companies in Toronto and Mon- 
treal. The questions were divided into 
three groups. (1) Relations with Prin- 
cipal Companies; (2) Relations with 
Brokers, Public, ete.; (3) Internal Pro- 
cedure. 


L. H. Plumb, Bankers Trust Co., New 
York, gave a resume of his company’s 
practice and experience in connection 
with blanket surety bonds where shares 
having a nominal value are transferred 
out of the names of deceased holders 
without production of letters probate or 
letters of administration. 


John Reid, Royal Trust Co., Montreal 
acted as Chairman of a panel discussion 
on ledger posting by machine. The other 
members of the panel were:— C. K. 
Coulson, National Trust Co., Toronto: 
J. F. Miller, Chartered Trust Co., Mon- 
treal; B. B. Upshall, The Toronto Gen- 
eral Trusts Corp., Toronto. The latier’s 
company appears to be the only one in 
Canada that has adopted this practice. 





Revaluation and Security 


Possibility of upward revaluation of 
the Canadian dollar, it is suggested by 
White, Weld & Co., might lead to in- 
crease of the official rate. This would 
affect correspondingly the spread be- 
tween prices of stocks listed on both 
U. S. and Canadian exchanges. Some 
experts, however, believe revaluation’s 
net effect on stocks would be minor. 








st : 
A] year of 
consecutive 
dividend payments 





SOUTHERN CALIFORNIA 
EDISON COMPANY 


preferred dividends 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 165 


CUMULATIVE PREFERRED 
STOCK 4.32% SERIES 
DIVIDEND NO. 14 


The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 

50 cents per share on Original 
Preferred Stock, payable Septem- 
ber 30, 1950, to stockholders of 
record on September 5, 1950. 

27 cents per share on Cumulative 
Preferred Stock, 4.32% Series, 
payable September 30, 1950, to 
stockholders of record on Septem- 
ber 5, 1950. 


T. J. GAMBLE, Secretary 


August 18, 1950 





CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company on 
August 11, 1950, declared a regular quarterly dividend of 
one dollar ($1.00) per share on its $10 par value Common 
stock, payable September 11, 1950, to stockholders of rec- 
ord as of the close of business August 25, 1950. 

To assure prompt receipt of the dividend, stockhslders 
should notify the Company, at its office, 60 Wall Street, 
New York 5, N. Y., of any change of address, giving both 


the old and new addresses. 


W. ALTON JONES, President 


an 
re) 





EFFECTIVE TRUST PROMOTION 


USED IN CANADA 


NEWSPAPERS AND DIRECT MAIL 


MONG recent Canadian trust insti- 

tution newspaper advertisements 
that have been effective in commanding 
readers’ attention, are these headlines 
and themes: 

“Will Your family be able to make 
both ends meet?” . . . “Let one of our 
Trust Officers explain how a carefully 
thought out estate plan can make it eas- 
ier for your beneficiaries. . ..—1 col x 
50 lines—Canapa Trust Co. 











{ GS i 3 = 


The family feud started 


soon gfter the will was read / 


The National Trust Co., Ltd., uses striking 
illustrations. 





“What’s more important than _fish- 
ing?” ... “More and 
and professional men, and women too, 
find they lack time and knowledge to 
manage all details of their assets. . .” 

4 cols x 200 lines—CHARTERED TRUST 
Co. 


“Nobody missed me but my friends” 

. . “Believe me, Jim, that gives you 
some idea how completely and efficient- 
ly Crown Trust looked after all my fi- 
nancial responsibilities during the six 
months I was away. . ..—4 cols x 70 
lines—Crown Trust Co. 


more business 


“Seasoned Judgment!” “Estate 
management requires a higher type of 
skill than ever before. Would you not 
wish to leave your estate in hands which 
you know are qualified, and whose ser- 
vice is perpetual?”-——3 cols x 103 lines 
—-EASTERN TrusT Co. 

“It's For You To Choose” »s “Te 
settle your estate you may select an in- 
dividual with little or no experience, or 
you may select an institution of demon- 
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strated ability. . .”—.. cols x 75 lines 


Guaranty Trust Co. of Canada. 
“Every Successful Man’s Overtime 
Job” .. . “Have your private affairs 
been allowed to lapse into a condition 
which you would not tolerate in any 
department of your business?”—2 cols 
x 90 lines—Montreat Trust Co. 
“Growth Based on Strength and Se- 
cupmy” «<> illustrated 
with stacks of coins showing company 
growth in Reserve Fund, Estates-Trusts- 
Agencies, and Total Assets—-2 cols x 
100 lines—Nova Scotia Trust Co. 
“Have you a friend who will a/ways 
be there?” 
when you make your Will is the future 


Advertisement 


“Your main concern 


security and happiness of your family” 
—2 cols x 103 lines—Royat Trust Co. 

“Final” 
set down in a Will, is often thought of 
as final when as a matter of fact it will 


“An estate plan, once 


need periodic revision”’—2 cols x 80 


lines-—TorRONTO GENERAL TRuUsTs Corp. 
“Be Assured”... “Would you delib- 
erately deprive a friend or relative of 
part of his inheritance? . . . “You can 
avoid this by appointing The Victoria 
Trust and Savings Company to admini- 
ster your estate.”"—2 cols x 110 lines 
Victoria Trust & Savinces Co. 


Direct Mail Literature 


A series of bulletins originally pre- 
pared for senior officers of the CANADA 
Trust Co. proved so informative that 
at the beginning of 1949 their distribu- 
tion was extended to include both “sen- 
ior officers and friends of the company.” 
The 


two-page memoranda, are designed to 


bulletins, in the form of one or 


focus attention on the more important 


amendments to tax laws. and matters 


of policy pertaining to investments and 


other problems of estate administration. 
Scope of the recent titles are: “Execu- 
tor’s Investmnt Powers”; “The Valua- 
tion of the Stock of Private Companies 
for Succession Duty Purposes”; ‘The 
Taxation of a Widow’s Income”; “The 
Dominion Budget”; Wise”; 
“The Holding of American Securities.” 


“Penny 


For those who are considering the 
provision of retirement security for em- 
ployees, the Crown Trust Co. issues a 
monthly Pension Letter. A recent Letter 
carried excerpts from an address by 
Irving P. Rexford, the company’s presi- 
dent, on “Welfare Delusions,” 
it was pointed out that, “There is no 


in which 


such thing as ‘free pensions’ or any 
other form of social welfare. The gen- 
eral public foots the bill . . .” Also in- 
cluded are discussions of “Future Ser- 
vice Benefits,” “Determining Pensions,” 
Pension 


“Employee Contribution — to 


Plans” under which are discussed ad- 
vantages and disadvantages, and “Com- 
pany Surpluses Pension Plans.” 

Integrity-Experience with Personal 
Service, is the title used by THE Easrt- 
ERN Trust Co. for a one-fold leaflet on 
Fifty Years of Progress. Inside is shown 
in five-year periods the increase in as- 
sets under administration: from $1,- 
678.439 in 1899 to $110,456,277 in 
1949, Also listed are the services offered 
by the company. 


A very active promotion department 
is that of the Monrreat Trust Co., 
which produces a wide range of compel- 
ling booklets, some of which are pub- 
lished both in English and French. 
These are of the highest order of merit 
as promotion pieces. They cover such 
subjects as “Meeting the Future,” “Con- 
cerning Your Estate.” “Succession Du- 


ties.” “At Your Service.” “Protection 





NOW YOU ARE INTERESTED IN OIL 


Consult us about... 


TRANSFER AGENCIES - - - 
ROYALTIES - - - = = = = 
ESCROWS - - ++ += = = 


= Handled with economy, promptness, and efficiency. 


Branches in the Stock Exchange cities. 


« Experienced advice to royalty owners desiring to 


sell, or to syndicates wishing to buy. 


« Security for documents or funds during develop- 


ment. 


Our long experience in these and other services to the OIL IN- 


DUSTRY IN ALBERTA is available to you. 


Your enquiries 


will place you under no obligation and are cordially invited. 





Toronto General Trusts Corporation makes simple, direct and timely appeal. 
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for Your Family.” “Forethought,” and 
a question and answer booklet on 
“Wills, Trusts Estates.” “Protection for 
Your Family,” for example. discusses 
“Planning,” “Your Executor.” “The In- 
dividual 
“Montreal Trust Company as Executor,” 
“Continuity of Service,” “The Value of 
etc. This is a well-planned 


Executor.” “Co-Executors.” 


Experience,” 


series, 


\nother impressive series is distrib- 
uted by THe Royat Trust Co. Small 
enough for use as envelope stuffers these 
little leaflets, attractively prepared with 
inviting outside illustrations, have titles 
that read from the cover to the inside: 

outside—*Preparedness. . .” inside— 
“The Watchword for Today”; “Look 
Again MAKE SURE,” inside— 
“Yesterday's Plans for Tomorrow May 
be Out-Of-Date Today”: 
“Other People’s Money” 


and 


outside — 
inside—‘‘and 
Our Business.” This year. on the anni- 
versary of its first fifty years, the com- 
pany issued a booklet of superior design 
and format under the title, “The First 
Half-Century.” The 


messages from the president and _ the 


brochure carried 
chairman of the board. Photographs of 


officers and executives as well as of 
branches were reproduced. Some statis- 
tical data were given’ to indicate the 
company’s growth. and a convincing. 
brief description of the company’s ser- 


vices was outlined. 


THe Victory Trust & 
Savincs Co. are promoted through two 


Services of 


little leaflets that are short and simple 
enough for easy reading and under- 
standing. These are, “Security and Ser- 
vice.” and “Only a Miser will Gloat on 
His Gold.” Both should be effective in 
selling the company’s services to the 
public. 
A A A 
INSURANCE TRUST COUNCIL 
MOVEMENT IN CANADA 

The Life Insurance and Trust Council 
of Montreal was founded in the Fall of 
1947. Today, through a carefully selec- 
ted group of some thirty members, op- 
erating without any publicity, it has 
established a large measure of mutual 
understanding and cooperation in the 
interests of their common clients. 


The Council meets about eight times 
a year. The addresses, which have been 
given by lawyers, tax officials, actuaries, 
presidents of insurance and trust com- 
panies, and others, are customarily fol- 
lowed by round-table discussions. 

The executive committee is, by the 
Articles of Association, composed 
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equally of insurance and trustmen, al- 
though the insurance members are in the 
majority because their fraternity is so 
much larger. The presidency alternates 
between the two groups. 

The present president is C. IF. Har- 
rington, of The Royal Trust Co. R. 
Lawrence Cross. of Sun Life Assurance 
Co. of Canada, is vice president; the 
secretary is Fred G. Wray, of Montreal 
Trust Co.; and the treasurer C. S. Ma- 
dill, of New York Life Insurance Co. 

The Life Insurance and Trust Council 
of Foronto was established in the early 
part of 1947 and considerable organiza- 


tional progress was made. However, due 
to retirements and resignations in the 
insurance group, the Council has been 
inactive. Arrangements are being made 
to reconstitute the Council this Fall. 
under the leadership of D. E. Kerlin of 
the Montreal Trust Co. 


A A A 


Drive-In for Vancouver 


The Bank of Montreal’s Vancouver 
branch in the Broadway-Granville shop- 
ping area has introduced the drive-in 
feature to its customers. Baby carriage 
parking inside the bank is also provided. 


Try An Analysis 
Of Your 
Trust Promotion Plan 


How often has one of your personal trust prospects 


benefited from vour careful analvsis of the practical 


phases of his estate program? 


Perhaps vour Trust Department promotion program 


would benefit from a somewhat similar type of 


analysis. 


For more than 30 vears we have been Advertising 


Counsel and Agent for many of the nation’s most 


successful Trust Departments. Let our experience 


help you improve your own new business efforts in 


this highly specialized field. Write or phone for 


details. No obligation. 


EDWIN BIRD WILSON, INC. 


Now located near the center of the financial district at 


40 WALL STREET, NEW YORK CITY 


SUITE 1525 


Dighy 4-6780 
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Canadian Reports Indicate 


High Business Volume 


ANADIAN corporations turned in 

a varied pattern of performance for 
1949 if judgment is to be based on 25 
annual reports examined by TRUSTS AND 
Estates and believed to be typical. It 
is urged at the outset that a study of 
25 corporations is too small a cross- 
section to be regarded as a survey, but 
is rather a sampling which may reflect 
a general condition. Some trends appear 
to be so pronounced, however, even in 
this small analysis, as to suggest that 
certain conditions were general through- 
out Canadian industry last year. 

The corporations chosen operate in 
widely divergent fields. They include 
public utility, oil, manufacturing, tex- 
tile, distiller, paper and pulp, trust 
company, railway, and retail store. In 
assets they range from $7 million to 
$1,714 million. Head offices are with 
three exceptions in Toronto, Montreal. 
or Quebec. Aggregate assets of the 25 
companies amount to $4,439 million. 

Seventeen of the companies indicate 
whether or not capital assets increased 
or decreased during 1949. Of these, 15 
show an increase. Aggregate assets of 
companies indicating increases amount 
to $1,756 million; assets of the two in- 
dicating decines amount to $72 million. 
It is not to be assumed that the other 


ten companies remained stationary; 
their reports did not show whether or 
not a change had taken place. 


Half Show Increased Earnings 


Ten of the twenty companies report- 
ing on increased or decreased earnings 
(gross or net) show increased earnings. 
Of these, nine report increased volume 
of business, but of the 10 reporting a 
decline in earnings, four show an in- 
crease or the same business volume for 
the year, two show a decline in volume 
the other four do not 
volume. Thirteen companies report an 


and report on 
increase or the same volume of business 
during the year. two report declines, 
10 do not report on this item. One of 
the companies indicates increased assets, 
decline in volume of business and de- 
cline in earnings. 

If the small sample may be regarded 
as reflecting 1949 for Canadian indus- 
try, there was an almost universal in- 
crease in capital assets, a similar in- 
crease in business volume, but nothing 
even approximating those increases in 
the distribution of increased earnings. 
Some reports commenting on the fact 
of increased business volume on the one 
hand but decreased earnings on the 
other point out that increased costs were 





y La Pith 


The Distillers Corporation-Seagram annual report carries illustrations showing many of the 
operations as well as picturesque scenes from countries in which the products are distributed. 
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responsible for the apparent paradox. 

Some other highlights of the reports 
are: Ten companies that report the 
numbers of their stockholders have ag- 
of $2,905 
aggregate shareholders numbering 234.- 


gregate assets million and 
647. Seven companies showing the num- 
ber of employees have assets of $1.538 
million and 77,292 employees. Only five 
of the 25 companies report both share- 
holders and employees; these companies 
have assets aggregating $823 million, 


104,923 
holders: these are a utility. two oil com- 


13.592 employees and share- 


panies (one holding). a chain of retail 
The 


ratio of shareholders to employees here 


stores, and a tobacco company. 


is about 2!.5 to recent 


indicated one: 
surveys of corporations in the United 
States on a much broader scale indicate 


a ratio of approximately six to one. 


Report as P.R. Medium 


Canadian corporations are recogniz- 
ing more vividly than ever before the 
undeniable fact that the annual report 
can be extremely useful. not alone in 
conveying highly factual data on com- 
pany finances, but in creating genuine 
understanding of the operation, com- 
pany objectives and management. While 
some of the reports examined are so 
barren as to give no indication even of 
the nature of the business engaged in, 
on the whole the reports do show that 
understandable 


in addition to giving 


statistical and financial information, 
they are designed to give an impression 
of the company, which often may weigh 
as heavily with the reader as do cold 
figures—too often presented with no 
background for 


event. 


comparison in any 


Judging from the indicated size of 
individual holdings, it may be safely 
asserted that the average Canadian in- 
vestor—like the investor of other coun- 
tries—is not a financial expert who is 
comfortable among the technical terms 
commonplace to a chartered accountant. 
How far the average stockholder may 
be from financial sophistication is sug- 
gested by the comment of the very at- 
tractive annual report of Dominion 
Stores Ltd., to the effect that more than 
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20'% of its shareholders are housewives. 
Another company, Consolidated Paper 
Corp. Ltd., indicates that 48% of its 
owners hold not more than 25 shares 
each. These investors are not the big- 
money operators, but are made up 
rather of the average fellow who has 
confidence in Canada’s economic sys- 
tem and in the future of Canadian busi- 
ness. Most of the Canadian reports ex- 
amined are fully comparable to the best 
reports produced anywhere. Only a few 
still hold to the non-committal austerity 
that overlooks the excellent public re- 
lations 
annual report. 

An interesting fact 


opportunities inherent in the 


sometimes ne- 


Missouri‘s 
Largest 


Fiduciary 


This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 


It is the oldest trust 
company in Missouri. 


For ancillary service 
in Missouri or South- 
western Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 
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? 


glected in the preparation of an annual 
report is: Who is going to read it? 
Understanding of the answer is indica- 
ted in the opening lines of the report 
of The Bell Telephone Company of 
Canada: ‘ 
“This report of the Board of Directors 
to the shareholders for the year 1949 is 
presented also for the information of the 
employees, who have invested their careers 
in the business, and for the information 
of the public, who have entrusted to The 

Bell Telephone Company of Canada the 

provision of an essential service.” 

In this paragraph the Board has con- 
sciously aimed its message not only at 
investors but also at 
prospective investors since these, it may 


and customers. 
reasonably be assumed. will be drawn 
from among the customers. It is in nice 
contrast to the conventional report open- 
ing: “Your Directors beg to submit. . .” 
or some variant of it, which was used 
in more than half the reports examined. 
Another friendly opening was that of 
the Canadian Oil Companies report: 

“This is another annual chapter in the 
history of a company which has served 
Canada since 1908.” 

And from The British-American Oil 
Company's report: 

“The financial statements for the year 
ended December 31, 1949, mark a signi- 
ficant reporting the 
achievements of the B-A organization.” 


development in 


Report Outline 
To create the most effective impres- 
sion through an annual report it is 
generally agreed that a good outline to 
be filled in would include: 


lgetio 
little pay” 
fora 

big job, folks! 


@ Yes, friends —I'm vour low- 










Sr 


paid electrical servant. For only a 

few pennies a day I do all the jobs, 
Jarge and small, that need doing ir 
your home, oftwe, factory or farm! 


Remember, folks—eclectricity 
(that’s me!) is on hand to serve vou 


in bundreds of wavs whenever vou 


™ Shawinigan 


watex Ane #828 cd. 
Be NA £ Ble 


PLae rRit 


Shawinigan carries on an advertising program 

throughout the year in local newspapers and 

reproduces many of the advertisements in 
the annual report. 





President’s message 


Friendly; financial highlights com- 
pared with previous year; expan- 
sions; market conditions and pros- 
pects for product or service. 


Those who benefit 


Shareholders — number, size of 
holdings by men, women, joint ac- 
counts, etc., geographical distribu- 
tion of shareholders; customers; 
employees; communities served. 


RIGGS 


NATIONAL BANK 


of WASHINGTON, D. C. 


FOUNDED 1836 


COMPLETE BANKING 
and TRUST SERVICE 


LARGEST FINANCIAL 
INSTITUTION IN THE 


NATION’S CAPITAL 


Member Federal Deposit Insurance Corporation * Member Federal Reserve System 
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Goods or services offered 


Product development in terms of 
long view; quality control; experi- 
ments; contribution of local or na- 
tional well-being. 


Financial statements 

In terms understandable by all in- 
vestors—not just those who have 
learned to read a conventional an- 
nual report. (If this aproach is not 
taken, then some percentage of the 
recipients will find the information 
of no value and it is therefore a 
waste of money to send them a re- 
port. ) 


Pictures Tell Story 


Much of the foregoing can be shown 
through drawings, photographs or 
charts which convey ideas more readily 
and are more easily grasped by the un- 
initiated than are learned discussions. 
An excellent example of the use of 
photographs to tell a human story is the 
report of The Shawinigan Water and 
Power Company. Photographs of people 
doing things, of small towns and modest 
dwellings, workers on the job, photog- 
raphically superior pictures of log piles, 
farms, power plants, make this outstand- 
ing report one worth the study of any 
executive. Togeiher with its brief high- 





TOTAL EMPLOYMENT (impeRiat vt LiMiTED)” 
1949 


1939 1945 


12,000 
10,000 
6,000 
6,000 
4000 
2,000 





The Imperial Oil Company report makes use 
of smart charts and diagrams to break the 
monotony of unrelieved type. 


lights given at the outset and the read- 
able copy, this report is a credit to any 
industry. Similar effective use is made 
of photographs and drawings by Domin- 
ion Stores and more modestly by Fraser 
Companies, Ltd. 

With great dignity Distillers Corpora- 
tion-Seagram presents an annual report 
that achieves the highest in artistic pre- 
sentation and interest. Liberal use of 
full color photographs and drawings 
and highly readable copy make the re- 
port a distinguished piece of literature. 
General theme of copy is the importance 
of international trade, and the center 





spread is given over to a full color 
photograph of the coins of 78 countries 
in which House of Seagram products 
are distributed. Under the title “Inter- 
national Trade—The Path of Progress,” 
this report points out: 

“In the never-ending search for a better 
life man has been guided by an axiom 
which goes back to the dawn of history— 
‘trade benefits all.’ This basic precept, 
which was first evolved by primitive 
peoples, has served humanity well through 
all ages. The history of human progress 
is indeed the record of man’s increasing 
ability to trade with man.” 

An interesting and novel feature of 
the Seagram report is that for the sec- 
ond time part of it is given over to a 
story-form discussion of one of the com- 
pany’s subsidiaries, this time Calvert. 
This story is illustrated with many pic- 
tures that are both descriptive and of 
artistic merit. It is the company’s in- 
tention to carry similar discussions of 
other subsidiaries each year. 

Pleasing use of one color-——buff—is 
made by the Canadian Pacific Railway 
Company in its thoroughly informative 
report bound within a full 
color of one of the company’s stream- 
lined freight trains. A noteworthy fea- 
ture is a statistical summary of opera- 
tions for the last 30 years. 


cover in 


in al 





84 Years’ Fiduciary Experience 


INSURES EXPERT CARE OF YOUR ESTATE 
AND TRUST MATTERS IN NEW YORK STATE 


For expert care of estate and trust matters requir- 
ing special attention, we offer long experience, 
complete facilities, modern operational methods. 


24 offices in Greater New York to cooperate with you 


BROOKLYN TRUST COMPANY 


MAIN OFFICE: 177 Montague Street, Brooklyn 
NEW YORK OFFICE: 26 Broad Street, New York 


Member Federal Deposit Insurance Corporation 





New York Clearing House Association 


Federal Reserve System 
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GOVERNMENT FIDUCIARIES 


The Public Trustee 


66 MAZE of offices in the ancient 

A west wing of Osgoode Hall, 
Toronto, is the nerve centre of one of 
the most important and far-reaching of 
Ontario Government services. In_ this 
venerable setting of intricate corridors 
and old-fashioned built more 
than a century ago, the Public Trustee 
carries out duties comparable to those 
that would be handled by a combina- 
tion of a modern trust company and a 


rooms 


large legal firm.” 

This is the opening paragraph in a 
recent issue of “Ontario Government 
Services,” describing a fiduciary insti- 
tution familiar to Canada and other 
common law countries but not to the 
United States. The office of the Public 
Trustee for the Province of Ontario was 
established in 1919 through the enact- 
ment of the Public Trustee Act. This 
Act provides that there shall be a Public 
Trustee who is a corporation sole under 
that name with perpetual succession and 
an official seal, and that he may sue or 
be sued under his corporate name. In the 
event that the office becomes vacant and 
a deputy has not been appointed, the 
Attorney-General shall be ex-officio 
Public Trustee. 

The Public Trustee is responsible for 
the care and management of various 
trusts including intestate estates, estates 
of patients in Ontario Hospitals, special 
trusts, cemetery trusts and limited com- 
pany trusts. He is the representative be- 
fore the Courts of charitable interests 
and is charged with the responsibility of 
ensuring that trustees for unnamed char- 
ities carry out their duties in accordance 
with the law. Further, he deals with all 
property which passes to the Crown by 
way of escheat. 

The Public Trustee, with his consent 
in writing, may be appointed trustee of 
any will or settlement or other instru- 
ment creating a trust or duty, in the 
same manner as if he were a private 
trustee. The Public Trustee may be ap- 
pointed sole trustee although the trust 
instrument contemplates two or more 
trustees, and any person who is a trus- 
tee with the Public Trustee may at any 
time retire from the trust upon passing 
his accounts and paying over the bal- 
ance. 


Some indication of the scope of the 
Public Trustee’s activities may be glean- 
ed from the fact that there are 5,200 
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files dealing with estates of patients; 
1,856 concerning Crown estates; and 
more than 500 controlling special trusts 
and other types of accounts. By far the 
largest number of cases, however, are 
the 16,000 files covering charities. In 
the latter connection, the Public Trustee 
was given a new function under the 
Charitable Gifts Act passed in 1949. 
This act provides that where a business 
is operated for profit in the interest of 
a charitable fund, the administrators of 
the fund shall, within seven years, dis- 
pose of all its interest over ten per cent 
in the business and devote the proceeds 
to the charities concerned. 

With the 
jurisdiction of the Public Trustee is 
similar to that of the Public Administra- 
tor found in many the 
United States. For the most part they 
are the estates of persons dying without 
a will or lawful heirs anywhere or in 


respect to Crown estates, 


counties of 


Ontario, and the estate is escheated to 
the Crown. 

The work on company trusts is illu- 
strated by one case in which two min- 
ing companies planned to amalgamate 
into a third company on the basis of 
an exchange of shares. Holders of more 
than 30,000 shares could not be located 
but the government permitted the amal- 
gamation on the condition that these 
shares be placed in trust with the Pub- 
lic Trustee until claimed by the rightful 
owners. After eight years, only 20 per 
cent of the shares have been claimed; 
the others have a market value of about 
$250,000 with accrued dividends of 
some $80,000. 


The office is self-sustaining. Subject 
to the Regulations the Public Trustee 
makes a charge for his services against 
every estate which comes to his hand. 
The Public Trustee may forego any 
claim for compensation in cases of pov- 
erty or hardship. All fees, charges and 
expenses which would be allowed to a 
private trustee shall be allowed to the 
Public Trustee and shall be collected 
and accounted for in such manner as 
may be prescribed by the Regulations. 
It is not necessary for the Public Trus- 
tee to give any security for the due per- 
formance of his duty as executor, ad- 
ministrator, trustee, committee or any 
other office to which he may be appoint- 
ed by order of the court or under the 
provisions of any statute. 


Armand Racine, K.C., has been the 
Public Trustee since 1941. Under him 


is a staff of seventy persons with a dozen 
lawyers to investigate every type of 
legal problem from international law to 
divorce. On the average, more than 500 
court appearances are made a year. 


In 1921, assets totalled $2,338,107. 
Excluding charities not under direct 
control, total assets supervised by Mr. 
Racine in the last fiscal year were $20.- 


150,000. 
The Official Guardian 


An unusual governmental agency 
dealing with Canadian estates is the 
Official Guardian for the Province of 
Ontario who by statute is the Guardian 
ad litem of infants and performs such 
other duties as may be assigned to him 
by the Rules. He is the guardian of their 
estates not their persons. 

Apart from the special powers and 
duties conferred and imposed by the 
Devolution of Estates Act, and some of 
the Rules, the Official Guardian has no 
jurisdiction or duties except in the form 
of some proceedings in a Court. No 
proceedings in the Supreme- Court or 
County Courts are initiated by him on 
behalf of infants; and he has no right 
or duty to represent or bind or act for 
an infant save in pending proceedings 
against an infant in respect of his prop- 
erty, as prescribed by the Rules. 

The Official Guardian looks after the 
interests of infants in connection with 
sales and mortgages, leases by a per- 
sonal representative of real property in 
which an infant is interested, which but 
for the Act would not devolve on the 
personal representative, consents to sales 
on behalf of mentally incompetents and 
non-concurring heirs and devisees. He 
also has an election as to dower where 
the widow is an infant or mentally in- 
competent and with respect to the Cau- 
tions provided by the Act. 


The Official Guardian acts in litiga- 
tion in which infants are defendants in 
respect of their respective estates. He 
also acts for infants under the Depend- 
ants Relief Act, the Matrimonial Causes 
Act and also under the Highway Traffic 
Act in connection with the Unsatisfied 
Judgment Fund where judgments are 
payable to children. 


Where an executor desires to relieve 
himself of the responsibility of the leg- 
acy he can, by applying direct to the 
Official Guardian, turn the moneys over 
to be paid into Court to the credit of 
the minors, to be paid on attaining their 
majority. He notifies the parents or the 
beneficiaries from the information sup- 
plied by the executor by way of affidavit. 
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TRUST EDUCATION 


a E sporiment Proving SN 


A. R. COURTICE 


full 


Assistant General Manager The Toronto General Trusts Corporation, Toronto, Canada 
Chairman, Education Committee, Trust Companies Association of Ontario 


HE trust business has offered em- 
ployees security, congenial environ- 
ment, reasonable hours and an oppor- 
tunity to serve the public. It is only 
natural, therefore, that the trust com- 
panies should appreciate the importance 
of retaining a leading position with re- 
spect to these attractive features of em- 
ployment which are rapidly gaining 
more recognition by business generally. 
Most of the trust companies in Can- 
ada provide pension plans, hospitaliza- 
tion benefits and group life insurance 
to which the employees also contribute. 
These benefits are constantly being de- 
veloped and improved. Sports and so- 
cial activities, both within the compan- 
ies and inter-company, have played a 
prominent part in developing a trust 
company spirit. 

Trust Company Associations have 
been established in the provinces of On- 
tario, Quebec, Nova Scotia, New Bruns- 
wick and British Columbia (where it 
is known as the Mortgage and Trust 
Companies Association) which will no 
doubt be followed in other provinces, 
leading eventually to a Canadian Trust 
Companies Association. This is, how- 
ever, not as important as it might seem 
to an outsider by reason of our system 
of branch offices of the principal trust 
companies in most of the provinces. The 
Trust Companies Association of On- 
tario, which was the first trust associa- 
tion in Canada, includes all the leading 
trust companies in Canada, although 
some of them have their head offices in 
other provinces. 

The Trust Companies Associations 
deal with matters of common interest in 
the control and development of the trust 
business. They have promoted and sup- 
ported a great deal of remedial succes- 
sion duty and income tax legislation 
in the public interest. They have also 
been active in the field of public rela- 
tions. 
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Trust Education Course 


One of the most important contribu- 
tions of the Trust Companies Associa- 
tion of Ontario has been the Education 
Course. The old apprenticeship method 
of instruction is inadequate to supply 
the technical and professional knowl- 
edge required in the highly specialized 
character and great variety of modern 
trust services. 

The United States. through the Ameri- 
can Bankers Association, and England, 
through its Institute of Bankers. were 
the first to recognize the value of trust 


education through organized courses of. 


study. Although trust education in Eng- 
land is of comparatively recent date, it 
has made rapid progress. A very com- 
prehensive and thorough curriculum has 
been developed and the standards are 
high. The active which the 
bank executives have taken has been a 
great stimulus to staff interest and co- 


interest 


operation. This is an important factor 
in maintaining interest in any study 
course which requires a_ considerable 


Original premises of The Toronto General 
Trusts Corp. at 23 Wellington Street, opened 
in 1882. The company occupied the second 
floor for one year end then moved to Yonge 
& Colborne Streets where it remained until 
1912. In that year it moved to its present 
location at Bay & Melinda Streets. 





sacrifice of the student’s time after busi- 
ness hours. In some English banks an 
applicant for the trust department must 
agree to take the trust course and to 
write the examination on it. 


The example and accomplishments of 
trust education in the United States and 
England and of study courses of other 
Canada _en- 
couraged the Trust Companies Associa- 
tion of Ontario to pioneer in formal 
trust eduction in Canada. This was the 
more difficult because of the dissociation 


financial institutions in 


of commercial banking and the trust 
business. It has been very helpful to 
trust United States 
and England to have had the backing 


education in the 
and assistance of the banks. 


The Course of Study 


The preparation of the lesson mate- 
rial for the Course was a big undertak- 
ing. It was done jointly by the Educa- 
tion Committee of the Trust Companies 
Association and University, 
which conducts the Course by corre- 
spondence. In some subjects the Uni- 


(Queens 


versity has initiated the lesson material, 
in other subjects more closely related 
to the trust business. the preparation of 
the lesson material was undertaken by 
members of the Education Committee. 
It is the first course of study for trust 
company personnel to be given by a 
Canadian University. 


It was fortunate that the text book 
“Trust Business |.” issued by the Ameri- 
can Bankers with a 
few corrections, suitable for us and we 
are very much them for 
making it available. We were not so 
fortunate, however. about “Trust Busi- 
ness II.” This required the writing of 
a complete text book “Business Methods 
of Canadian Trust Companies” which 
was undertaken and completed in rec- 
ord time by an eminently qualified trust 


Association was, 


indebted to 
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oficer, Winslow Benson. The book has 
had a good general circulation outside 
the trust course. Canada needs to de- 
velop more trust literature of its own 
and one of the hopeful objects of the 
Trust Education Course was to promote 
this. 

The Course is comprised of six sub- 
jects, Elementary Accounting; Elements 
of Law; Trust Business I; Intermediate 
and Personal Trust Accounting; Corpo- 
ration Finance and Trust Business II. A 
weakness of the Course, as of any cor- 
respondence course, is that it does not 
permit of the interplay of ideas between 
student and instructor which is so val- 
uable a part of classroom work, but 
it has a special advantage for the Ca- 
nadian system of operation in providing 
a uniform course of study for trust per- 
sonnel who may be located at a head 
ofice or in a large or small branch 
anywhere from Newfoundland to  Brit- 
ish Columbia. It also enables each stu- 
dent to adjust his study time to suit his 
the 
correspondence course, individual com- 


circumstances. Supplementary to 
panies are encouraged to arrange meet- 
ings and discussion groups for their 
own students. 

The Course is now in its fourth year. 
Improvements are gradually being made 
and it is beginning to emerge from the 
pioneer stage. In February of this year 
there were 63 new students registered. 
compared with 51 last year which, with 
122 continuing student registrations. 
makes a total of 185 registrations in 
1950. The annual examinations which 
are conducted by Queens University in 
March 


wherever 


are arranged to be written 


students are located 
stretch of some 3.600 miles from New- 
foundland to British Columbia. Gradu- 


ates receive a diploma from Queens Un- 


over a 


iversity. A prize of $25 is given by the 
companies to the top student in each 
subject and a special prize is awarded 
by the Association to the leading gradu- 
ate. The companies provide the tuition 
fees for their own students as_ they 


progress in the Course. 


The first six students graduated in 
1949 and seven graduated this year. 
This number should be greatly acceler- 
ated from now on. Of the graduates this 
vear, two were from Halifax, Nova 
Scotia, two from Waterloo, Ontario, and 
one each from London, Ontario, Winni- 
peg, Manitoba, and Vancouver, British 
Columbia. 


In 1947, the Mortgage and Trust 
Companies Association of British Co- 
iumbia organized a very successful 
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course of lectures at Vancouver dealing 
with the subjects covered in Trust Busi- 
ness I. About forty students attended. 
The lectures were given by university 
professors, local trust company mana- 
gers and prominent business men. A 
similar course was conducted last year 
covering the subjects in Trust Business 
II. Arrangements were made to permit 
students taking these courses to write 
the Queens University examinations in 
these subjects. 
There have been inevitable defects 
and disappointments and the Course has 
not had the wholehearted support of all 
companies, but these experiences are not 
uncommon to the development of edu- 
cation generally. Improvements can and 
will be made. The continuing interest of 
the students is quite encouraging and 
the Education Committee is reasonably 
satisfied with the results to date. We try 
to remember that the trust 
courses in the United States were start- 


education 


ed some thirty years ago. 
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BOOKS AND ARTICLES OF 
LASTING INTEREST ON 
TRUST BUSINESS IN 
CANADA 


Books 

Business Methods of Canadian Trust 
Companies: Winslow Benson. 

Life Insurance Programs and Estate 
Analysis: J. F. Smith. 

Executors Accounts: Widdifield. 

Trusts and Estates: Courtice (10 C.E.D.) 
and Supp. 

Wills: Sheard (11 C.E.D.) and Supp. 


Executors and Administrators: Home (5 
C.E.D.) and Suppl. 


Law re Trustees and Executors and Life 
Tenants and Remaindermen: (1934 
D.L.R.). 


Succession Duties: Farwell. 
Succession Duties in Canada: Quigg. 
ARTICLES IN TRUSTS AND ESTATES 


Double Succes- 
Jellett, Feb. 25, 


Movement to Eliminate 
sion Duties: R. P. 
p. 225. 

Development 
in Canada: 
26, p. 855. 


Development of Standing-By Attorney 
Service: R. P. Jellett, Apr. 30, p. 549. 


Record of Safety of Canadian Trust 
Companies: Hon. G. D. Finlayson, Jan. 
$3, p. 21. 

Effects of Social Credit on Fiduciaries: 
R. Steele, Mar. 37, p. 346. 

Trust Business in Canada — Powers, 


Procedure & Policies of Proven Suc- 
cess: R. P. Jellett, Feb. 39, 205. 


of Trust Company Service 
Irving P. Rexford, June 


May I Help You? — A Valuable Cata- 
loging of Real Estate Offerings: Kay 
Hill, May 39, p. 587. 


The Official Guardian: D. P. MacDougall, 
Dec. 39, p. 597. 

Economic Reconfederation: 
Johnson, July 40, p. 5. 
Canada’s War Effort: J. D. Gibson, Nov. 

40, p. 477; Dec. 40, p. 595. 


The Public Trustee — Summary of Pow- 
ers, Scope & Functions Performed in 
Ontario: G. F. Adams, Nov. 40, p. 537. 


Agent for Executor: M. W. L. Murray, 
Mar. 41, p. 267. 


Dominion Succession Duty Act: J. Rag- 
nar Johnson, Aug. 41, p. 213. 


J. Ragnar 


Trustees as Business Managers: F. R. 
MacKelcan, Aug. 43, p. 152. 


Guaranteed Trust Account — Canada’s 
Plan for Guaranteeing Trust Deposits: 
G. L. Spry, Apr. 44, p. 367. 

Trust Companies In Ontario Learn Pub- 
lic Opinions: Aug. 47, p. 110. 

Trust Education in Canada: A. R. Cour- 
tice, Mar. 48, p. 237. 

Small Bank Public Relations: O. E. Man- 
ning, April 48, p. 325. 

Trusteeship Around the World — Can- 
ada: Staff Survey, May 48, p. 419. 

Trend to Trusteed Plans — Opportunities 
for Trust Companies in Pension Field: 
Laurence E. Coward, Mar. 50, p. 164. 
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NEWS PARAGRAPHS 


Proposed Tax Changes 


Most of the public discussion of the 
pending tax bill has centered around the 
reduction of excise tax rates (at least 
temporarily abandoned because of the 
Korean crisis) and the increases in the 
corporate and individual income tax 
rates to produce the needed revenue to 
meet that crisis. There are, however, a 
number of other changes, not more than 
briefly mentioned in the daily press, that 
will have a vital significance on estate 
planning. 

Section 201 of the pending bill would 
subject to income tax the interest ele- 
ment in life insurance installment pay- 
ments. Under the proposed measure, the 
amount that would have been payable 
in a lump sum on the death of the in- 
sured would be prorated over the period 
with respect to which the payments are 
to be made, and the excess amount re- 
ceived each year would be included in 
gross income. 

A favorable change would eliminate 
one of the principal objections to and 
hazards in estate planning, especially for 
larger estates—the contemplation of 
death bugaboo. By Bill Section 501, all 
transfers made more than three vears 
before death would be excluded from 
the gross estate under the contemplation 
of death clause. Transfers made within 
that time would be presumed to have 
been made in contemplation of death, 


the burden being, as now, on the execu- 
tor to prove otherwise. 


A major change of interest to owners 
of shares in closely held corporations 
straddles the income and the estate 
taxes. Often the executor is obliged to 
sell such shares to meet the estate tax 
liability and quite as often, the only po- 
tential purchaser is the corporation it- 
self. But the present income tax law 
classifies as a taxable dividend payments 
made out of accumulated earnings to 
redeem outstanding securities of the 
corporation. While the regulations cur- 
rently make an exception in the case of 
a complete redemption or cancellation of 
the stock of a particular shareholder, 
this does not furnish a wholly satisfac- 
tory remedy since the estate must dis- 
pose of its entire holdings. 


Bill Section 210, therefore, would ex- 
clude from the taxable-dividend status 
a payment made for stock whose value 
is included in the gross estate and dis- 
tributed after death and within the time 
for the assessment of estate tax. The 
amount exempted from income tax may 
not exceed the aggregate of death taxes 
(and any interest) imposed by reason 
of the owner's death. 


Bill Section 503 would define a re- 
interest under the term “in- 
rendering life in- 
surance proceeds includible in the gross 


versionary 
cident of ownership” 


estate. 
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Treasury Department Chart 


Among the so-called loopholes which 
Treasury Secretary Snyder early this 
year called for closing is the estate tax 
deduction for amounts “reasonably re- 
quired and actually expended” for sup- 
port of dependents during the settle. 
ment of the estate. With respect to 
decedents dying after enactment of the 
bill, Section 402 would repeal this de- 
duction. 

Bill Sections 321 and 331 would es. 
standards for taxability of. 
of contributions to, 


tablish new 
and deductibility 
certain charitable organizations. 

As for the upward revision in person- 
al income tax rates, scheduled for Octo- 
ber 1, 1950, taxes will on the average 
rise about 16%, with the withholding 
rate on wages and salaries upped from 
15‘¢ to 18% of the taxable portion. The 
new rates will in effect restore the levies 
existing prior to the reductions granted 
in 1945 and 1948. Thus the “tentative 
tax” of last year’s return, from which 
reduction was permitted depending upon 
the amount of the tax,” will again be the 
final tax payable. The increased tax will 
he applicable only to one-fourth of the 
1950. The over- 


income has 


taxpayer's income for 
all maximum tax on net 


heen raised from 77‘ to 87%. 


*17% of the tax up to $400, plus 12% of 
the excess over $400 up to $100,000, plus 
9.75% of that excess. 


A A A 


Record Earnings, Dividends 
For First Half Indicated 


Higher earnings and higher dividends 
are indicated for the first half of 1950 
than for any similar period on record, 
according to Keynotes. published by 
lhe Keystone Company of Boston. The 
estimate is based on preliminary figures 
on the stocks making up the Dow-Jones 
Industrial Average. 
Earnings for the first six months of 
1950 topped the same period in 1949 


by $.68 a share—$11.64 as against 
$11.16. Dividends of $6.00 a share 
compare to $5.40 for the same 1949 
period. 


The indicated record high earnings 
marks a continuation of a trend toward 
higher profits during a period when 
“recession” was widely feared. The all- 
time dividends high was achieved de- 
spite the plowing back of a large amount 
of earnings into plant and equipment. 
As was the case in the past three years. 
of earnings was paid 
usually con- 


only about 50% 
out in contrast to the 65% 
sidered normal. 
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Trust Department to Judge 
Widow’s Investment Letters 
The First National Bank of Chicago 


trust department will serve as one of 
the judges in a competition sponsored 
by the Chicago Journal of Commerce 
for the best letter answering the ques- 
tion, “How Would You Invest a Wi- 
dow’s $30,000.” While no prizes are 
offered in the competition, the Journal 
will print 25 of the best letters received. 

The competition grew out of an in- 
quiry received by the paper from the 
employer of a widow’s late husband. 
Pointing out that the widow is 64 and 
in a year will receive $45 a month from 
social security, the employer explained 
that she 
asked advice of the business paper on 


would need an income and 
investment of her $30,000. The paper 
has passed the problem on to its readers 
deleting all names to avoid embarrass- 


ment. 


Advice, Vault Space Free 
To Service Men 
As Philadelphia 


joined the colors in August, the Fidelity- 


men and women 
Philadelphia Trust Co. initiated a novel 
financial service to help them. Four off- 
cers of the company moved into one of 


the local armory rooms to answer the 


many questions about mortgages. re- 
cently purchased cars. making wills. 


handling of insurance, etc.. that arise 
in the minds of people who are going 
away for perhaps a long time. 

As the idea grew in popularity among 
National 
and women entering the armed services, 


Guardsmen and other men 
Fidelity-Philadelphia opened in other 
finally advertised the 
free service in local papers. In addition 


armories, and 


to the free advice and counsel. Fidelity- 


Philadelphia now offers service men 


‘ 


and women native to the city “space in 


its Safe Deposit Vaults, at no cost.” 
A A A 


Florida to Study Prudent 
Man Rule 


L. V. Chappell, chairman of the 
Trust Division of the Florida Bankers 
Association and vice president and 
trust officer of the First National Bank 
at Palm Beach, has appointed a com- 
mittee to study the prudent man rule of 
trust investment. The chairman is Wal- 
ter D. Cameron, vice president and trust 
officer of the First National Bank of 
Palm Beach. 
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EARNINGS AND DIVIDENDS 
DOW-JONES INDUSTRIAL AVERAGE 
1921 - 1950 


CUMULATIVE EARNINGS 
PLOWED BACK ~ 





New Booklet On Stocks in 
N. Y. Trust Funds 


In a lucid booklet under the title, 
“Common Stocks for Trust Funds in 
New York State,” Bache & Co.. New 
York, explains the course of an imagi- 
nary $100,000 invested in 1937 based 
on Moody’s Aa corporate bonds, and 
compares it with a similar investment 
in common stocks. The booklet explains 
New York’s recent law permitting in- 
vestment of 35°% of trust funds in non- 
legal securities,.sets out a list of “Com- 
Stock Selections” and gives the 
factors involved in making selections. 
There is also a brief discussion of the 
possible effect of the new law on securi- 
ties prices, and a listing of Bache & 
Co.'s facilities. 


mon 


Free on request 





Plowed Back Earnings 
Build Stock Values 


Had it been possible to purchase one 
“share” of the Dow-Jones Industrial 
Average in 1921 — as far back as reli- 
able earnings figures are available — 
it would have since produced about $207 
in dividends. But in addition, earnings 
of $110 would have been plowed back 
into the companies represented in the 
Average. These retained earnings, added 
to the “share’s” original cost of $64. 
would have increased its value to $174 
today. (see chart). This illustration of 
the importance of plowed-back earnings 
in building up the value of stocks, is 
reported in a recent issue of the Key- 
stone Investor, published by Keystone 
Custodian Funds. 

As most investors are primarily in- 
terested in income, they have little in- 
terest in earnings not paid out as divi- 
dends, the publication said. However. 
as such retained earnings go into capital 
surplus to increase plant facilities and 
to purchase new equipment, they in- 
evitably add to the assets of which the 
stockholder owns a proportionate share. 
Although not often recognized as such. 
they are “hidden dividends” in the form 
of increased investment worth. 





Insurance Company of North America has 
prepared a booklet which will assist you to review 
your responsibilities as a Trustee. 

Court decisions are cited in the booklet defining 
trustee responsibility for the preservation of prop- 
erties, funds and assets. It explains the important 
role that insurance plays in protecting you in the 
proper discharge of your responsibilities, both legal 


and moral. 


You may obtain your free copy of this booklet 
from any local Agent representing one of the North 


America Companies. 





Insurance Company of North America 


Insurance Company of 


North America 


Companies, Philadelphia 


Indemnity Insurance Company of North America 


Philadelphia Fire and Marine Insurance Company 








Mutual Funds Mature 


HIGHLIGHTS OF SECOND ANNUAL 


HE growing stature of the mutual 

fund both as an institution and in 
magnitude might readily have been ap- 
preciated by attendance at the Second 
Mutual Fund Conference sponsored by 
the Investment Dealers Digest on Au- 
gust 28-30 in New York. Sponsors, deal- 
ers, brokers and others generally inter- 
ested in the open-end companies num- 
bered almost 600, twice the attendance 
at last years meeting. Contrasted also 
with the first conference was the gen- 
erally higher plane on which the cur- 
rent speaking program was arranged 
and the minimum of sales bombast. 


Last year in a_ four-day 
S.E.C. Commissioner Harry MacDonald 
was the only person from without the 
industry to address the conference. At 
the recent three-day conference, five of 
the formal speakers were neither active- 
ly engaged in managing nor selling 
open-end trusts. These were Mayo A. 
Shattuck, affiliated with three Boston 
Funds; Sumner H. Slichter of Harvard; 
Ben-Fleming Sessel, vice president of 
the Irving Trust, New York; Alexander 
S. Lipsett, executive director of the 
Public and Labor Relations Bureau; 
and Donald C. Cook, vice chairman of 
the S.E.C. The plea for unity within 
the industry and an abandonment of 
the petty back-biting among different 
groups, made the year previously, was 
unnecessary at the present meeting for 
its participants had been united through 
the promulgation by Mr. Cook’s Com- 
mission, just two weeks previously, of 
the “Statement of Policy” governing 
supplemental sales literature. Although 
worked out by consultation between the 
industry and government agency, con- 
ference members welcomed an explan- 
ation by Mr. Cook. of several of its more 
important provisions. 


session, 


Shares Under Prudent Man Rule 


Mr. Shattuck presented a brief sur- 
vey of the broadening development of 
the trustee’s powers over the last three 
decades and the growing use of the 
trust for the man of more modest means. 
Referring to the evolution of the pru- 
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dent man rule and its increasing ac- 
ceptance throughout the country, he 
specifically discussed the recent enact- 
ment of the New York statute permit- 
ting investment in equities to the extent 
of 35% 


prudence. 


according to the dictates of 


The virtue of the prudent man rule, 
Mr. Shattuck stated. is not its leniency, 
but “its practicability; it has been used 
for generations by average prudent 
men. The rule of reasonable care 
whether in driving our cars or in earn- 
ing our living, is not applicable to the 
extent of 35‘< ... But as daring as the 
New Yorkers have thought themselves 
to be, specification has been an in- 
grained habit. Even though over speci- 
fication has proved too severe a com- 
petitive burden for New York to bear 
in fiduciary management, it is a hard 
notion to abandon entirely. So what we 


have received is a compromise. 


Mr. Shattuck reiterated his belief in 
the suitability of investment company 
shares for fiduciary accounts, pointing 
out that in his opinion a trustee is 
not delegating or “abandoning” his fi- 
duciary responsibility, but “exercising” 
it in a similar manner to that of men 
of prudence. With current attention 
focused on pension trusts, the mutual 
fund managements were advised to 
concentrate preferably on_ possibilities 
inherent in profit-sharing trusts because 
they do not involve some of the difh- 
cult problems connected with the former 
and less active competition is involved 
with insurance companies and corporate 
trustees, especially under the larger pro- 
grams. Mr. Shattuck concluded by stat- 
ing that just as he felt that investment 
company shares might be particularly 
attractive to the many small banks and 
individual trustees in the country, in 
like manner they should be adaptable to 
smaller business concerns in their fu- 
ture pension and profit-sharing trusts. 


Selectivity 


Robert Warren, Director of Explora- 
tory Research of Keystone Custodian 


CONFERENCE 


Funds, detailed various considerations 
entering into the selection of securities 
which constitute the rounded-out port- 
folio at any one time. With more than 
3,000 securities listed on the New York 
Stock and Curb exchanges and _thou- 
sands of unlisted issues that have rea- 
sonably active trading markets, he in- 
dicated the tremendous task of selection 
involved, stressing the importance of 
appraising the one or few men who are 
responsible for the success of 
that such 
appraisal is only of real value when the 


usually 
a particular company and 
company or its management is experi- 
encing difficult times. 

The increasing importance given to 
financial 
analysts was stressed by the Keystone 
He that 
. . . When it comes to checking the 


the price/dividend ratio by 


research director. reasoned 


price as being an overstatement or un- 
derstatement of the market’s appraisal 
of the true worth of a company, it is 
highly important to watch the dividends. 
This is partly a reflection of the buying 
habits of the typical businessman in- 
vestor and the effect of his buying 
habits on the supply versus the demand 
for common stocks.” 

Selection involves not only examining 
a particular company to see whether, by 
itself, it would be a good investment, 
but also a comparison with other con- 
cerns of similar industries to see 
whether their securities are more desir- 
able. When a comprehensive list of se- 
curities has finally been decided upon, 
then Mr. Warren’s staff the 
amount of each that is to be bought. 
Explaining the workings of a normal 
distribution curve at some length, Mr. 
Warren observed that, “Widespread di- 
versification makes it practically im- 
possible to obtain extraordinary good 
results or extraordinary poor results, 
compared with market performance as 
a whole.” However, due to supervision 
and selection, Mr. Warren showed on 
a chart that the performance of the 
greater number of investment companies 
was better than that of the market as a 
whole. 


decides 
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Economic Impacts 


Professor Slichter, in discussing char- 
acteristics of the defense economy, fore- 
saw the budget of the Federal govern- 
ment unbalanced by several billion dol- 
lars. Increased taxes will largely fall 
upon corporate income which the Pro- 
fessor thinks fortunate because “. . . it 
is passed on fairly quickly and does 
not fall on the corporation.” He does 
not think that a moderate Federal de- 
ficit and mild inflation at the present 
time will be so undesirable since “de- 
spite all the things which properly may 
be said against it, it is not a bad method 
of taxation. It makes a lot of people pay 
taxes whom the politicians are not will- 
ing to tax.” 


The necessity for continued improve- 
ment in plant and technology was 
stressed by Professor Slichter and the 
good from a high corporate tax is that 
the government is actually financing re- 
search and accelerating replacement of 
equipment. He decried an excess profits 
tax, however, so severe that industries 
making substantial profits could not 
plow these back to enhance “our win- 
ning the production race with Russia.” 


Concluding with observations as to 
the effect of inflation on the investor, 


Professor Slichter said that an invest- 
ment advisor who counsels placing 
money in savings banks, postal savings. 
or in government and private bonds, “is 
assuming a very heavy responsibility.” 
Assuming that properly selected stocks 
might prove a reasonable protection 
against the increasing cost of living, he 
delighted the gathering with the sug- 
gestion that well-managed mutual funds 
should provide the answer for the small 
saver providing the government does 
not “bring out a savings bond payable 
in a fixed amount of purchasing power, 
rather than a fixed number of dollars.” 
How the mechanics of paying such 
bonds might be put into operation and 
the extent to which such increased debt 
would cause the inflationary forces to 
feed upon 
plained. 


themselves. were not ex- 
Sales Approach 


Louis H. Whitehead. president of the 
investment firm name, 
focused emphasis on this suggestion of 


bearing his 


Professor Slichter when he stated Tues- 
sales kit | 
carry at least fifteen articles which are 
illustrative mutual funds can 
protect purchasing power.” He said that 
the social significance of the open-end 


day morning that “in my 


of how 


trust was that more and more of the 
great mass of people would have a direct 
stake in business and thus tend to re- 
verse the steady drift toward socialism. 

King Merritt, head of the largest deal- 
er organization in the country devoted 
exclusively to the retailing of mutual 
funds, explained how he created and 
trained his sales force. He commended 
the use of information furnished by 
the Pennsylvania Bankers Association 
and Gilbert Stephenson’s “Plain English 
for Trust People,” published by the 
ABA. Mr. Merritt deplored the former 
habit of security salesmen to work only 
on an “up market.” Mutual funds 
really are merely providing a service, 
they represent the investment counselor 
for the man of moderate means and 
thus should be made available to clients 
regardless of market conditions. 

Douglas Laird, vice president of Na- 
tional Securities and Research Corp., 
was one of the few industry men to 
address the meeting who had also 
spoken the year before. During his re- 
marks he reflected words of preceding 
speakers by noting that “We must serve 
the investor, not just sell him some 
funds. We can serve best . . . . by sell- 
ing a service rather than selling a fund 
or funds.” 
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Lucile Tomlinson, representing the 
distaff side of mutual fund selling, 
chose as her subject “Intelligent Pro- 
graming With Mutual Funds Shares.” 
She detailed the steps taken in fitting 
funds into a client’s entire financial and 
family picture, which was in substance 
an investment counsel’s approach minus 
tax problems and other more compli- 
cated matters that are of particular con- 
cern to the investor of substantial 
means. Miss Tomlinson observed that 
one cannot intelligently plan a_ pro- 
gram “simply by asking the investor 
whether he wants to invest for safety, 
income or appreciation, or some com- 





bination of both.” She said that in set- 
ting up a program a little formula tim- 
ing technique may be used because “I 
want to know that I have some purchas- 
ing power left to use if prices go lower.” 


S.E.C. Statement of Policy 


Undoubtedly, the talk in which most 
interest was shown was that of Com- 
missioner Cook. His discussion of vari- 
ous provisions contained in “the State- 
ment of Policy,” released by the S.E.C. 
on August 11, as to what could and 
could not be included in supplemental 
sales literature was illuminating, but 
left many questions as to interpretation 
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“Prudence”’—a familiar word to trustees—has gained 
added emphasis in the New York law effective July 1, 
1950, defining fiduciary investment powers. Wider op- 
portunities for restricted trusts are now possible—pro- 
viding investments are “prudent”. With these new 
opportunities have come new responsibilities for the 
trustee. 

We have prepared a 24-page guidebook which con- 
tains the full text of the new law and notes the impor- 
tant changes that have been made. It outlines some of 
the principles which we believe should govern the “pru- 
dent” selection of securities by trustees, including such 
considerations as: 

V Portfolio Balance 


Vv Appropriateness to 
the Individual Trust 


V Full Investment Informé@tion 
V Reasonable Income 
V Long-Range Value 


Trustees and other institutional investors may obtain 
copies of this interesting and helpful booklet by writing 


on their letterhead to the Manager of the Investors’ 
Department. 


KIDDER, PEABODY ®& CO. 


FOUNDED 1865 
Members New York Stock and Curb Exchanges 
~Members Boston Stock Exchange 
17 Watt Street, New York 5,N. Y. 
Uptown Office: 10 East 457TH Street, New York 17,N. Y. 


BOSTON CHICAGO PHILADELPHIA 


unanswered. Mr. Cook remarked that 
the statement of policy was no indict- 
ment of the mutual fund as a sound 
medium of investment nor of all spon- 
sors or dealers selling shares. Assuring 
his audience that the Commission har- 
bored no feeling of hostility toward in- 
vestment companies, he explained that 
neither was there an implication that the 
promotional abuses which the statement 
sought to forestall were encouraged by 
all the elements in the industry. In sub- 
stance, the Statement of Policy is merely 
a codification of the fair intendment of 
Section 17 of the Securities Act of 1933. 
It should also be pointed out that this 
is to a certain extent a_ self-policing 
measure as primary administration will 
be through an industry committee of 
The National Association of Security 
Dealers. 


The fact that the Commission. staff 
and a committee of the industry worked 
together on the Statement certainly 
has auspicious implications and _al- 
though the final draft might appear 
rather harsh in certain respects to sev- 
eral mutual fund enthusiasts, it should 
increase confidence in the trusts and 
go far towards establishing them on 
the firm institutional basis towards 
which they are gravitating. Certainly 
there was not the fanfare of a few 
horrible examples brought to light by 
public hearings such as preceded the 
passage of the Investment Company Act. 
Writing in 1942, after that legislation 
had been in operation for more than 
a year, this writer commended the 
spirit of cooperation that had existed 
both in the final drafting of the bill 
and its early actual operation, conclud- 
ing with the observation that it “would 
prove itself the most important factor 
contributing to the establishment of in- 
vestment trusts in their rightful place 
among the country’s financial institu- 
tions.” Subsequent development of the 
industry has proved the correctness of 
this statement. In like manner there is 
no reason to expect anything but the 
best from the Statement of Policy, pro- 
viding genuine cooperation continues 
to exist both on the part of the S.E.C. 
and the mutual fund industry. 


Of course, there is much to be worked 
out. Several questions propounded to 
Mr. Cook from the floor were answered 
by the statement that the Commission 
should be “written to about that.” Many 
apparently simple requirements are not 
clear as to import. For example, in com- 
plying with the provision that to com- 
pare an investment company security 
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with any security index or average it is 
necessary to point out that the particu- 
lar index and period were selected, the 
writer has just received a piece of dealer 
literature which details the above in a 
10-line paragraph. Another sponsor’s 
expression of opinion is that this pro- 
vision could be complied with in a para- 
graph only one-third as wordy. 


Fiduciary Interest 


With several of the provisions we are 
in agreement. Others appear unreason- 
able. For paragraph (m) 
states: “It will be considered materially 
misleading hereafter for sales literature 
to represent or imply that investment 


example, 


company shares generally have been se- 
lected by fiduciaries.” In explanation. 
Mr. Cook said: “Another favorite claim 
is that open-end company shares gener- 
ally have been selected for investment 
by trustees, institutions, estates, chari- 
table organizations, insurance compan- 
ies and other fiduciaries and that their 
selection is evidence of their investment 
quality and merit. These claims are mis- 
leading when used generally since only 
a relatively few funds have been de- 
clared legal investments for such fiduci- 
aries and only in a limited number of 


states.” 


We call to the Survey of 
Fiduciaries released by the Investment 
firm of Scudder, Stevens and 
Clark in March of this year and sum- 
marized in April T.&E. p. 228. Replies 
SO] 
trust officers, located in all sections of 
the country 56‘. of each from legal-list 
and 44°, prudent 
states. In answer to the question, “Is 
your current practice where you are a 
trust 
shares for small accounts where there 
is not specific language in the will or 
trust instrument allowing it,” 10° of 
the 801 trustees replied “yes.” These 
were divided among different jurisdic- 
tions as follows: 29 in legal list states 
and 51 in prudent man states. Repre- 
sented thirds of the states. 
While the sampling is small, it is indi- 
cative. 38% of all those replying said 
they would make such purchases where 
specific language allowed it. 


attention 


counsel 


were received from lawyers and 


states from man 


trustee to purchase investment 


were one 


For Banks and Unions 


On the last day of the session, Mr. 
Sessel, after alluding to the Statement 
of Policy and its beneficial long-run 
implications, referred to the Act of 
1940: “As a banker, even with my back- 
ground on investment companies, it is 
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a comfort to know that your funds are 
administered under a well-policed fed- 
eral statute that gives the investor a 
fine run for his money without being 
too unfair to the investment company 
management.” He spoke of the excellent 
collateral provided by mutual fund 
shares. Questioned as to the percentage 
his institution would loan on such col- 
lateral he replied that it depended on 
the type of fund and whether the bor- 
rower was known to the bank. 

Dr. Alexander S. Lipsett spoke of 
the desirability of mutual funds for 
union treasuries. “Don’t concentrate on 


the handful of big union fish,” he 






























What Would You Do? 


ET'S ASSUME you're trustee for a modest fund estab- 
_j lished to provide for a man’s wife while she lives, 

. . . | 

the principal to go to some charity on her death. 
' 

Over the years, you've seen high-grade bond yields 
steadily decline, and watched his widow fight a losing 


struggle against higher and higher taxes and living 


costs 


If you were the trustee, what would you do? Try to 
increase her income with carefully measured capital 


risks: or religiously preserve the dollar value of the 


trust fund assets? 


We don’t know what your answer is, of course. But 
we do know that in a good many similar situations 


today, more and more banks and trustees are consider- 


ine common stocks. . 


to work with many of them on such security problems. 

Here at Merrill Lynch, we have an Institutional De- 
partment set up to specialize in just such problems. 
This department will be happy at any time to send 
you current facts on particular stocks . 
sound, conservative suggestions for increasing port- 
folio income. Or it will gladly prepare complete in- 
vestment programs to fit individual legal restrictions 
and trust provisions (in confidence of course, and 


without charge or obligation). 





just write 


Department V-73 


MErRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 

NEW YORK 5, N. Y. 

Offices in 98 Cities 


70 PINE STREET 


with less and less income! 


. that we have been privileged 


| 
If you think these services can be helpful to you, | 


warned. “Go after the little fish (and 
they are really not so little at that) in 
the local ponds.” Dr. Lipsett claimed 
that unions cannot invest directly in 
stocks of companies with which they 
have collective bargaining contracts 
(presumably because prohibited by by- 
laws). Therefore mutual funds seem 
desirable from the union point of view 
“because of their non-interference with 
collective bargaining and their freedom 
from any obligation to industrial man- 
agement.” 


We seriously question this thesis and 
ask whether through acting as the voice 
(Continued on page 615) 
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TRUST PERSONNEL CHANGES 


ALABAMA 


Gadsden—Newman R. Nowlin has been 
made assistant vice president and trust 
officer of AMERICAN NATIONAL BANK. 


CALIFORNIA 


Los Angeles—SECURITY-FIRST NATION- 
AL BANK appointed J. F. Tolton assistant 
trust officer at the head office. 


CONNECTICUT 


New Haven—Donald F. Bradley and 
John H. English have been promoted to 
assistant trust officers, at First Na- 
TIONAL BANK & TRUST Co. 


DELAWARE 


Wilmington—W. Phillips Thorp has 
resigned as director of estate planning 
for Kennedy Sinclaire, Inc., New York, 
to become assistant vice president in the 
trust department of WILMINGTON TRUST 
Co. Mr. Thorp will give the greater part 
of his time to consultation work with the 
bank’s out-of-town trust customers and 
prospects. 

A graduate of Rutgers University, Mr. 
Thorp joined Kennedy Sinclaire in 1946. 
Before then he was with Bankers Trust 
Co. of New York, Penn Mutual Life In- 
surance Co., and Fulton National Bank of 
Lancaster, Pa. 


MASSACHUSETTS 
Quincy—Philip K. Barker has resigned 
as vice president of GRANITE TRUST Co., 
after serving 20 years. He will become 
president of Bankers Development Corp., 
New York City, sponsors of the Thrifti- 
Check low-cost checking plan. Mr. Barker 
is presently first vice president of Finan- 
cial Public Relations Association which 
is to hold its 35th Annual Convention at 

the Hotel Statler this month. 


NEW JERSEY 


Union City—See Penna. 


NEW YORK 


Jamestown—Arnold W. Hanson has 
become vice president in addition to trust 
officer at BANK OF JAMESTOWN. 


New York — MANUFACTURERS TRUST 
Co. promoted Frank P. Ohlmuller to vice 
president in charge of the security anal- 
ysis department. He was made assistant 
secretary in 1942, assistant trust officer 
in 1944, and assistant vice president in 
1948. 

New York — At Marine MIDLAND 
Trust Co., Feodor D. Cekich and John P. 
Sullivan were elected assistant vice pres- 
idents. The former continues in charge 
of investment research; the latter, with 
the investment management department. 


OHIO 
Zanesville—John M. Dunnick, trust of- 
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ficer, First TRusT & SAVINGS BANK, has 
received the additional title of vice pres- 
ident. 


PENNSYLVANIA 
i — 


Harrisburg — 
Paul L. Ellenberg- 
er advanced from 
vice president and 
trust officer of CAP- 
ITAL BANK & TRUST 
Co. to president. 
He succeeds Walter 
E. Burns, resigned, 
who has become a 
representative of 
the Penn Mutual Life Insurance Co., 
associated with the William A. Arnold 
II, Agency, in the same city. Ernest Keys 
was elected secretary and will continue 
also as a vice president. 





PAUL L. ELLENBERGER 


Mr. Ellenberger is a member of the 
executive committee of the Trust Section, 
Pennsylvania Bankers Association, and 
has been a vice president and director of 
the Capital Bank since 1941. He became 
a trust officer in 1935. 


Carlisle & Hanover—CARLISLE TRUST 
Co. has appointed J. Stanley Miller as 
vice president and trust officer to succeed 
Roy G. Saull, who joined the Second 
National Bank in Mechanicsburg several 
months ago. Mr. Miller attended the 
Dickinson School of Law, was for eight 
years a State bank examiner, and for 12 
years trust officer of HANOVER TRUST Co. 
He is the author of the recent article 
on Social Security Duties of Fiduciaries 
(May 1950 T&E p. 304). 

Gordon G. Potter, assistant vice pres- 
ident and trust officer at the Carlisle 
Trust, left August 22nd to rejoin the 
Navy as Lieutenant-Commander. 


Lancaster—Walter A. Brunke has re- 
signed as assistant trust officer of the 
Hupson Trust Co., Union City, N. J., 
to become trust officer of FULTON Na- 
TIONAL BANK. 


Meadville—MEr- 
CHANTS NATIONAL 
BANK & TRUST Co. 
elected William A. 
Coulter a trust offi- 
cer. Mr. Coulter 
previously was a 
trust examiner for 
the Federal Re- 
serve Bank of 
Cleveland. Pres- 
ident John D. Bainer stated that this 
addition to the executive staff of Mer- 
chants Bank reflects the steady growth 
of its trust department and the need for 
the full-time services of a trust officer 
as the result of a survey of potential 
trust business in Western Crawford 
County. 





WILLIAM A. COULTER 


Philadelphia—Harry W. Schaubel has 
been promoted to assistant vice president 
and trust officer of CENTRAL-PENN Na- 
TIONAL BANK; J. W. Harris to assistant 
cashier and assistant trust officer. 


TEXAS 


Dallas—Bennett G. Moore became a 
vice president and assistant trust officer 
at First NATIONAL BANK; four new as- 
sistant trust officers are: Homer J. An- 
drews, Paul H. Kirk, J. Howard Mont- 
gomery and Kirby E. Gibbs. 

Houston—HousTon BANK & TRustT Co. 
named Edgar S. Cox assistant trust offi- 
cer. He has been associated with that 
institution for the past ten years. 

Port Arthur—E. P. Tucker, formerly 
executive vice president, has been elected 
president of MERCHANTS NATIONAL BANK 
to succeed the late George M. Craig. A. 
E. Scott assumes the chairmanship of 
the board. George W. Drake, formerly 
cashier, was made trust officer. 


CANADA 


Moncton, N.B. — 
The newly elected 
president of CEN- 
TRAL TRUST Co. of 
CANADA is Dr. N. 
A. Hesler, an out- 
standing indus- 
trialist of Eastern 
Canada. Dr. Hesler 
was organizer and 





N. A. HESLER 


first president of 
Sackville, N.B. Rotary Club and Art 
Association; past president, Sackville 


Board of Trade; Mayor, Town of Sack- 
ville, 1937 and 1941; and holds an Honor- 
ary LL.D. Degree from Mount Allison 
University. 


A A A 
BANK MERGERS 


Darien & Stamford, Conn.—Directors 
of STAMFORD TRUST Co. and of HOME 
BANK & Trust Co., Darien, have agreed 
to recommend merging the two institu- 
tions to their stockholders. Combined 
trust resources of the two banks would 
be over $30 milion, and the Darien bank 
would be the Home Bank branch of Stam- 
ford Trust. 

Waterbury, Conn. — COLONIAL TRUST 
Co. has absorbed THOMASTON NATIONAL 
BANK, Thomaston, and will have com- 
plete facilities for banking and trusts at 
the Thomaston branch. 

Brooklyn & N. Y., N. Y.—Merger of 
the BROOKLYN TRUST Co. into the MAN- 
UFACTURERS TRUST Co. was voted on Sep- 
tember 6. Officers and the staff of the 
Brooklyn Trust will continue with the 
merged company, and Brooklyn Trust 
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will have representation on its board. 
Stockholders will vote on the directors’ 
action October 11. 


Brooklyn Trust has 26 offices; Manufac- 
turers has 79. Allowing for the likely 
closing of some of the absorbed bank’s 
offices because of duplicate service sites, 
the Manufacturers Trust organization 
will probably have more than 100 branch 
offices, the largest community banking 
service offered in any city in the world. 
The merger would increase the deposit 
funds of Manufacturers to a total ex- 
ceeded only by three other banks in New 
York — the National City Bank, Chase 
National Bank, and Guaranty Trust Co. 


New York, N. Y.—BANKERS TRUST Co. 
and LAWYERS Trust Co. will submit to 
their stockholders on September 14 a pro- 
posal for merger of the latter with the 
former, upon approval of the merger 
agreement by the State Superintendent 
of Banks. Officers and employees of Law- 
yers Trust will join Bankers Trust. 


President Orie R. Kelly is to become 
vice president in charge of New York 
City business and a member of the board 
of directors of Bankers Trust Co. By 
this merger the latter will gain approx- 
imately $75 million in deposits, 14,000 
new customers, and four new offices. 


Newport & Providence, R. I.—Nego- 
tiations are under way for the purchase 
of AQUIDNECK NATIONAL BANK, of New- 
port, by RHODE ISLAND HosPITAL TRUST 
Co., Providence. Raymond H. Trott, pres- 
ident of Hospital Trust, said the offices 
would continue under present personnel. 


Calgary, Alberta & Halifax, N. S.— 
EASTERN Trust Co. has acquired all of 
the outstanding capital stock of TooLe 
PEET TRUST Co., Calgary, and will oper- 
ate it as a branch. 


Toronto, Ont.—GUARANTY TRUST Co. 
of Canada has established branches at 
Calgary, Alta., and Vancouver, B. C. 


A A A 
BRIEFS 


Muncie, Ind.—Russell G. Isenbarger, 
president of MERCHANTS TrusT Co., has 
been named chairman of the Trust Com- 
mittee of the Indiana Bankers Associa- 
tion for 1950-51. 


Lincoln, Neb.—Eugene W. Pester, trust 
officer of First Trust Co., has _ been 
elected president of the Third Army As- 
sociation, of which he formerly was 
treasurer. 





A A A 
IN MEMORIAM 


HENRY E. ATwoop, president of FIRST 
NATIONAL BANK, Minneapolis. 


WaLTerR A. CRAIG, C.L.U. editor of 
Chartered Life Underwriters Journal. 


WILLIAM J. CREAN, SR., trust officer of 
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FIDELITY UNION Trust Co., Newark, 
N. J. 
JOSEPH STAGG LAWRENCE, economist 


and vice president of EMPIRE TRUST Co., 
New York. 


ALBERT B. Roop, vice president and 
trust officer of CENTRAL-PENN NATIONAL 
BANK, Philadelphia. 


A A A 
Texas Trust School 


Clarence E. Sample, vice president and 
trust officer of the Mercantile National 
Bank at Dallas, lectured on trust prob- 
lems at the 9th Bankers Conference spon- 
sored by the Texas Bankers Association 
in Austin the week of September 3rd. 


Record Distribution by 
Charitable Trust 


The Committee of the Permanent 
Charity Fund Incorporated, Boston, in 
its 33rd fiscal year ended June 30, 1950, 
appropriated $374,749 from the income 
of the Permanent Charity Fund to 151 
organizations—the largest amount ever 
appropriated in one vear. This brings 
to $7,306,422 the total grants from in- 
come for a third of a century. The book 
value of the principal of the Fund is 
$9,805,777 as shown in the report of 
3oston Safe Deposit and Trust Co., trus- 
tee. 











unusual 








Today's volatile markets call for far 
more than usual care in evaluating 
holdings in the light of individual in- 


vestment objectives. As an organization 


in assisting both institutional and con- 
servative investors in the selection of 
high-grade securities and the adminis- 
tration of their varying portfolios, we 
feel we are particularly qualified to 
render such sound advice during these 
times. This service is at the 
disposal of all who may wish to seek 


it in the solving of investment problems. 


R. W. Pressprich & Co. 


48 Wall Street 
NEW YORK 5 


Members New York Stock Exchange 


GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY AND INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES * INVESTMENT STOCKS 








which, for many years, has specialized 


201 Devonshire Street 
BOSTON 10 
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A.B.A. Trust Division Meets 


In connection with the Diamond An- 
niversary Convention of the American 
Bankers Association in New York, Sep- 
tember 24-27, the Trust Division will 
meet on Monday afternoon, September 
25, at the Belmont Plaza Hotel. It will 
hear its president, John W. Remington, 
who is vice president and trust officer 
of the Lincoln Rochester (N.Y.) Trust 
Co., and Carl W. Fenninger, retired 
vice president of the Provident Trust 
Co., Philadelphia, and past president of 
the Division. Greetings will be extended 
by Aurie I. Johnson, chairman of the 
Trust Division of the New York State 
Bankers Association, and vice president 
of the First Trust and Deposit Co., Syra- 
cuse. 


A A A 


Smith Addresses Council 


The Milwaukee Life Insurance 
Trust Council resumed its meetings on 
September, with its guest speaker Stuart 
F. Smith, vice president and director 
of Connecticut General Life Insurance 
Co. Mr. Smith discussed “The Life 
Underwriter’s Function in Estate Plan- 
ning.” 


and 


PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 

LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 


Unsurpassed facilities 
a competent, knowledgeable staff 
versed in every phase of 
public auction selling 
a reputation for fair dealing 
and a following of important 
and wealthy collectors 
throughout the country have 
established PaRKE-BERNET 
as the leading firm of its kind 
in the United States 


Inquiries Invited 


HIRAM H. PARKE, President 


ARTHUR SWANN, LESLIE A. HYAM 
LOUIS J. MARION, Vice-Presidents 


MAX BARTHOLET, Secy. & Treas. 
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NEW LOOK IN FINANCIAL HOMES 
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i TOGO THE FIRST WHITE SETTLERS - PENNSYLVANIA OUTCH MENNONITES - ARRIVED AT TRE BONKE OROTHET ORANO eivEn. 
OMEN CEASLEYS TRESIO THE LAND THEY HAD PURCHASED TOM HIM BECAME OOURIAUL ONE OF THEME 
FRIES IN HIS HOME GOUINTY -LANCASTER PA - 1 FORM 7HE GERMAN COMMWY WHIGH RAISED $29000 


JOKER PERSUADED 
AND SANT IT up 


(RD CANADA IN A LIGHT PAISIR WERE, TO CLEAR THE TITLE 6 PURGHASE MOsT OF "HE PEASUEY TRACT - MIRO 4MBRINONITES FOLLOWED 


Covering the main walls of the banking department of The Waterloo Trust and Savings 

Company, at Kitchener, Ont., are six murals representing the early setthkement and develop- 

ment of the Company’s home County of Waterloo. The one shown above tells of the 

migration of Pennsylvania Dutch Mennonites from the Keystone State to the great northern 

country. These murals, with explanatory legends, have attracted widespread admiration and 
typify the finest in modern financial decor. 


File Simplification 


“How To Simplify Your Files and 
Filing Systems” is the subject of a new 
40 page booklet released by Remington 
Rand, Inc. This booklet is based on the 
premise that many time saving, work 
saving filing techniques are often un- 
known to the average file clerk. Empha- 
sis is on the simplicity and convenience 
of accurate filing conducted with ade- 
quate filing systems. Copies of LBV 396 
may be obtained by writing to Frank J. 
Hastings, Remington Rand, Inc., 315 


Fourth Avenue, New York 10, N. Y. 


FPRA Trust Departmentals 


Craig R. Smith, assistant vice presi- 
dent. Central Hanover Bank and Trust 
Co. of New York, as FPRA Trust De- 
partmental Chairman, has announced 
the program for the four sessions which 
will take place in Boston, September 18- 
21. The nine speakers will discuss pen- 
sion plans; the development of trust new 
business in small communities; how to 
make trust business profitable; and var- 
ious aspects of estate planning. The lat- 
ter subject will be covered, in question- 
and-answer form, by a five man panel. 


Complete facilities for handling your 


Banking and Fiduciary Business 


promptly and effectively. 


tke FIFTH THIRD |JNION TRUST <o- 


CINCINNATI, OHIO 


Member Federal Reserve System —- Member Federal Deposit Insurance Corporation 





TRUSTS AND ESTATES 


ee LL 


Co 
impr 
the 
turn 
are : 
in T 
emer 
have 
despi 
ate « 
cised 
Boar 
issue 
calat 
resul 
rates 
unde: 


Work 
To S 
A } 
ried 
Bron: 
to a | 
as tv 
nomic 
that 
of en 
after 
the ¢ 
emplc 
pany 
thoug 


SEPTE 





ngs 
Op 
the 
ern 
and 


esi- 
“ust 
De- 
ced 
ich 

8- 
en- 
1eW 


Var- 
Jat- 
on- 


el. 


TES 


The Capitalabor Team 


GM Pension Plan 
To Cost $67 Million Yearly 

According to a proxy statement for a 
special stockholder meeting to be held 
at Wilmington Sept. 27, proposed pen- 
sion plans of General Motors Corp. for 
hourly rated and salaries employees will 
cost the company an estimated $67,227,- 
000 a year. The meeting is called to ap- 
prove the pension plan and to vote on a 
proposal to increase the corporation’s 
authorized common stock and split it two 
for one. 


Pay Controls and Wage Pacts 

Cost of living clauses and annual pay 
improvement factors such as those in 
the General Motors agreements could 
turn out to be illusory if wage controls 
are applied, according to Joseph Loftus 
in The New York Times. Presumably an 
emergency stabilization agency would 
have authority to put ceilings on wages 
despite conditions agreed to in any priv- 
ate contracts. This authority was exer- 
cised in World War II by the War Labor 
Board when, on December 8, 1942, it 
issued an order providing that no “es- 
calator” clause could be enforced if the 
resulting adjustment in wage or salary 
rates exceeded the amount 
under the “Little Steel’? wage formula. 


permissable 


Workers React Well 
To Simple Economics 

A program of employee education car- 
ried out by the Cleveland Graphite 
Bronze Co. includes two films, “Letter 
to a Rebel,” and “Going Places,” as well 
as two one-hour basic eco- 
nomics. Before-and-after checks showed 
that correct understanding of elements 
of employee relations was much greater 
after the course. For example: before 
the course 54% thought that they, the 
employees, got the biggest share of com- 
pany income, after the course 85% 
thought so; that a higher standard of 


sessions on 


living is due to better tools was believed 
by 42% before, 70% after; that new 
machines do not reduce number of jobs 
was believed by 51% before, 72% after; 
best way for the worker to get more is 
to produce more, 58% believed so before, 
74% after. Eighty-seven per cent of the 
employees gave unqualified approval of 
the course; 95% asked for more courses 
on the same subject. 


Lewis Scorns No-Strike Pledge 

John L. Lewis, president of the United 
Mine Workers, last month warned Wil- 
liam Green, president of the American 
Federation of Labor, that the UMW 
would enter into no non-strike pledge 
along the other unions. Lewis sent a 
biting letter to Green observing that “we 
do our own striking.” Green replied: 
“You are at liberty to follow your own 
strike or no-strike policy and in order 
to do so it would seem that you would 
be out of place if you were affiliated with 
any organized labor movement which 
might be committed to a no-strike policy 
in order to defend our country and save 
it from Communist aggression.” 

tecent labor events have included: 

Unity conference between AFL and 
CIO initiated by CIO which invited Lewis 
to take part. 

Exclusion of direct UMW representa- 
tion on the advisory committee to W. 
Stuart Symington, chairman of the 
NSRB. Unaffiliated unions such as the 
UMW are represented on the committee 
by A. J. Hayes, president of the Interna- 
tional Association of Machinists. 

Green’s statements that the AFL was 
ready to give a no-strike pledge whenever 
it was needed for the defense effort. 


Cleveland Employees Get 
Benefit Boosts 


Twenty of the 40 labor-management 
agreements recently studied by the Asso- 
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ciated Industries of Cleveland gave no 
wage increases. But it is disclosed that 
16 of the 20 did give employee benefits: 
three granted pensions, one company ad- 
justed pay inequities, 12 granted insur- 
ance benefits of some kind. Hospitaliza- 
tion was given in all but one case, and 
every firm save two had insurance plans 
in effect prior to negotiations. Excluding 
employers that instituted pension pro- 
grams, cost of welfare that has been 
given amounts to from 2 cents to 2% 
cents an hour. 


Higher Production Is Key 
To Higher Wages 

The cooperation of organized labor is 
needed for a program to the show people 
of the country that support of the high 
wages policy is found in the amount 
industry has invested per worker, accord- 
ing to Harry A. Bullis, Chairman of the 
Board, General Mills, in an address be- 
fore the School of Commerce, New York 
University. It is not found in restricting 
the number of workers, nor in the limita- 
tion of production, he said, but rather in 
the “social use” of capital. During the 
past 40 years the hourly wages of one 
of the largest tire producers increased 
from 40 cents an hour to $1.66 while the 
cost of a small tire decreased from $35 
to $15.25 and tire mileage went up from 
2,000 to 30,000. This, he said, was to the 
benefit of worker, employers and con- 
sumers. 
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OIL and GAS 


(Continued from page 573) 


Both the Canadian economy and the 
regional economy of Western Canada 
have benefitted from the large scale and 
growing volume of outlays involved in 
oil development. Tax bases have expand- 
ed for all levels of government, with 
consequent additions to revenue. Many 
of these benefits will endure for years 
to come. Many new businesses have been 
located in the region in the past year 
or so. Accelerated growth in popula- 
tion by immigration seems assured. Gas 


developments could bring_ similar, 
though less impressive. benefits. 

Alberta abounds in other natural re- 
sources which lend themselves to de- 
velopment of a great many forms of 
industrial activity: 

Nearly 50 billion tons of coal, 70 
million acres of arable soil, extensive 
salt beds and deposits of clay, gyp- 
sum, limestone and other minerals, 
15,000 square miles of tar sands, 150,- 
000 square miles of forest areas, 
rivers which are a source of hydro- 
electric power and water supply for 
industrial purposes. Metal mines lie 
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outside the province to the north, west 
and east. 

In terms of chemical possibilities, 
the west possesses the materials for 
every type of plastic, for virtually all 
the major industrial chemicals and 
electro-chemical products. 


Taking a resource inventory is all 
very well but there are two other essen- 
tial ingredients to new industrial devel- 
opment capital and markets. There will 
be no capital shortage if the other fac- 
tors are right. The big problem is mar- 
kets. 


Great Increase Unlikely 

The Western Canadian market has a 
population of under 4 million; the 
larger markets of central Canada are 
more than 2,000 miles away. Studies 
show that natural gas in itself is not 
a particularly important factor in at- 
tracting industry to an area. While it 
provides cheap fuel, for most industries 
fuel costs are only a small part of total 
costs. So, until western markets become 
much larger, or until U. S. tariffs on 
the type of product which could be man- 
ufactured in Alberta 
until transportation rates to other mar- 
kets are greatly reduced. It is unlikely 
that Alberta will experience any phe- 
nominal increase in industry based on 


are reduced. or 


using natural gas as a fuel. 


Chemical industries may develop in a 
limited way to supply some of the needs 
of the Western Canadian market and 
some of the needs of Eastern Canada. 
Some production may find its way to 
foreign markets; experience with chem- 
ical fertilizers lends encouragement in 
this direction. But, from present indi- 
cations, the growth of chemical indus 
tries over the short term will not reach 
large dimensions and, as for other in- 
dustries, longer term are 
pretty well governed by the basic factors 
of markets, tariffs and transportation 


prospects 


costs. 


A large part of Alberta is Crown 
property in the Province owns 
both the surface and mineral rights. 
Unlike most provinces and States, the 
Province also owns the mineral rights 
in large areas in which private owners 
hold the surface rights, totalling about 
four-fifths of the Province. about one- 
third of which is under lease or reserva- 
tion to organizations engaged in oil or 
gas operations. Royalties, fees and rent- 
als under these leases and reservations 
are bringing large revenues to the Pro- 
vincial Treasury and will continue to do 
so for a long time to come. This year 


which 
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royalties, fees and rentals will bring in 
about $7 million. Over the next thirty 
years or so, Crown royalties should ag- 
gregate hundreds of millions of dollars. 


Under Alberta regulations, an opera- 
tor can lease only one-half of the oil 
and gas rights owned by the Province 
in any township. So, when a discovery is 
made, mineral rights under half the 
Crown area in the township reverts to 
the Province which can then dispose of 
them as it sees fit. The practice has been 
to dispose of oil and gas rights in these 
proven or semi-proven areas to the party 
prepared to pay the largest bonus. So 
far, Alberta has realized some $30 mil- 
lion from these bonuses. Added together, 
the various kinds of income to the Pro- 
vincial Government from oil and gas in 
the current fiscal years are forecast at 
at least $19 million, about a quarter of 
estimated government revenues. 

The present Government of Alberta 
has stated that revenues derived from 
the depletion of natural resources can- 
not properly be used for ordinary oper- 
ating expenses. Accordingly, all reve- 
nues from sale of lease rights and from 
royalties are being used for capital im- 
provements, such as roads, public build- 
ings, hospitals, schools, or for retire- 
ment of debt incurred for capital ex- 
penditures. Alberta, the only Canadian 
Province ever to default on public ob- 
ligations. may turn out to be the first 
province free of public debt. 

Freehold 
areas, but in the aggregate equals only 
one-tenth of the area of Alberta. Land 
owners who hold only surface rights in 
their property are liberally treated for 


land is sizeable in some 


use of their property by parties engaged 
in oil or gas prospecting or production 
under reservations. 
Rentals of drilling or production rights, 


Crown leases or 
in most cases, exceed the normal earn- 
ing rate of the property. 

So the story goes—a story studded 
with magnitudes measured in millions, 
billions and trillions; a dramatic redis- 
covery of the frontier in Canada. Oil 
and gas discoveries and operations are 
putting a lot of money through many 
channels into the regional and national 
economies, and the golden stream will 
continue for many years to come. 


A AA 
U. S.-Canada Trade Up 


Canadian exports to U. S. in July 
1950 were $168,200,000, $64 million 
over 1949. Imports from U. S. amount- 
ed to $172 million as against $160 mil- 
lion for the year before. 
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MUTUAL FUNDS 
MATURE 


(Continued from page 609) 


of their shareholders, open-end com- 
panies cannot bring a better understand- 
ing between labor and management and 
thus aid in effectuating the purposes of 
the Wagner and Taft-Hartley Acts in 
lessening the causes of industrial strife. 

Dudley Cates, manager of the Mutual 
Funds Department of Kidder, Peabody 
& Co. in New York, delivered the clos- 
ing formal talk to the conference on 
the subject of Attracting New Clients. 
Since investors have various objectives 
and requirements, Mr. Cates feels that 
it is desirable to keep abreast of many 
mutual funds in order to adequately 
service clients’ needs. His was probably 
one of the most intelligent replies to 
the queries on acquisition costs that 
constantly cropped up during the con- 
ference: 

“Give your clients such good advice, 
such careful service, that neither 
they nor you will ever have cause to 
wonder if you earned the portion of the 
selling charge you received when they 
bought mutual funds.” 


and 


A AA 


Executive Offices 


trust affairs of any size. 
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Trust Business in Australian 
Company Shows Near- 
Record Gain 


We have just attained our fortieth 
birthday. The first report and balance 
sheet issued on 20th April 1911 showed 
the value of our trust funds at £53,562; 
our figures today exceed £19 million. 
The net profit for the year amounted to 
£12,856 and Commissions, interest and 
miscellanequs receipts totalled £85,313, 
compared with £81,112. The value of 
estates, trusts, settlements and 
agencies placed under the Company’s 
administration during the year amount- 
ed to £3,186,578, a total exceeded only 
once previously. The total of trust funds 
in course of administration by the Com- 
pany at the 3lst March last has now 
reached £19,269,803, an increase of 
£638,414. The number of appointments 
under new wills continues to increase 
very satisfactorily, the total this year 
being the highest recorded in the Com- 
pany’s history. 


new 


R. R. ANGAS, chairman of directors, in 
annual report of Elder’s Trustee and Executor 
Company Limited, Adelaide, So. Australia, 
May 24, 1950. 
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INVESTMENT COMPANIES 


(Continued from page 594) 


Inter-Country Sales 


Neither is the 
tractive for the acquisition of Canadian 
mutual funds by investors on the other 
side of the border. No companies are 
presently with the S.E.C. 
under the Securities Act of 1933 and 
Investment Company Act of 1940. Prior 
to the passage of this act Canadian In- 
vestment Fund had a fairly wide distri- 
bution in the United States and current- 


present prospect at- 


registered 


ly seven to eight per cent of its shares 
are held throughout the country. 


Indirectly small percentages of in- 
vestments are actually owned in securi- 
ties of corporations across the border 
through shareholdings in both Canadian 
and American mutual funds. In the 
case of Canadian trusts, United States 
portfolio investments are made either 
primarily to secure certain diversifica- 
tion industrially that is not otherwise 
possible or because the company whose 
shares are represented operates in Can- 
ada as well as the United States. As of 
June 30th, Canadian Investment Fund 
had approximately 107 of its 
ments in United States, securities while 


invest- 
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Commonwealth International held 
1444 thus invested. It is understood 
that the holdings of the latter fund are 
being reduced. Leverage Fund of Can- 
ada held one investment in a concern 
across the border. Taking portfolios as 
a whole, the largest industrial 
groups held by these companies with 


two 


relative percentages of net assets were 
base metals 13.8°¢ and paper and news- 
print 10.3 Investment 
Fund; pulp and paper 15.57 and base 
Inter- 

and 


for Canadian 


for Commonwealth 
national: and Construction 14.4% 
for Leverage 


metals 8.9°; 


pulp and paper 14.2‘ 
Fund of Canada. 

Portfolio investments of United States 
mutual funds in Canadian securities is 
generally even less percentagewise than 
the American stocks held by the trusts 
in Canada. Rarely are such holdings 
more than two to three per cent of all 
investments. Mining stocks, liquor, rail. 
oils and papers are the groups repre- 
sented. Most frequently held among the 
first named group are Aluminum, Ltd., 
Consolidated Mining and Smelting, In- 
ternational Nickel, Hudson Bay Mining 
and Smelting, Dome Mines, Homestake, 
McIntyre Porcupine. Kerr-Addison, 
Lake Shore and Bunker Hill and Sulli- 
van. Distillers Corp.-Seagrams and Hi- 
ram Walker represent the liquor stocks 
in several portfolios while eight funds 
have investments in Canadian Pacific. 
Petroleum investments, other than those 
represented by American company op- 
erations in Canada, include Dome Ex- 
ploration and Royalite Oil. 

Largest direct investment in Cana- 
dian securities is held by State Street 
Investment Corp., amounting to al- 
most 7% of its portfolio. In addition 
to some of the above securities, invest- 
ments include Bulolo Gold Dredging, 
Anglo-Canadian Oil, Calgary and Ed- 
monton Corp., Home Oil Co., Western 


Leaseholds, Western Minerals and con. 
vertible bonds of Interprovincial Pipe 
Line Co. An interesting indication of 
increasing interest in internal Canadian 
dollar bonds is presented by the recent 
addition to the portfolio of Wellington 
Fund of Dominion of Canada 3’s 1957/ 
54, Bell Telephone of Canada 3’s 1977 
and 314’s/1973 and Imperial Oil 3’s/ 
1969. Atlas Corporation held 40,000 
shares of Argus Corporation, Ltd., ap. 
parently the only investment company 
in the United States to hold stock in a 
closed-end Canadian company. 

It might be well when thinking across 
the border to recall the words of Mer- 


of the 


of Trustees of Massachusetts Investors 


rill Griswold. Chairman Board 
Trust, spoken July a year ago in Mon- 
before the fund 


ference sponsored by Investment Dis- 


treal investment con- 


tributors: 


. the Canadian way of life is 
not greatly different that of 
the United States. If so. | am confi- 
dent that Canada will find it of ad- 


from 


vantage to encourage the growth of 


open-end trusts in every way 
S & & 


Canadians Find New 
Uranium Deposits 


Canada which was already the pos- 
sessor of vital uranium deposits at Great 
Bear Lake, will in time be producing 
uranium ores of considerable value in 
the Lake Athabaska region of northwest 
Saskatchewan, according to Barnett 
Ravits in Barron's. The new area con- 
tains possibly the best grade large de- 
posits found on the North American 
continent Lake 
discovery in 1930 and it is believed that 


since the Great Bear 
it may someday surpass the latter on 


tonnages produced, 














The Oil Bank of America e 


Ancillary Trust Service 


OKLAHOMA 
NATIONAL BANK OF TULSA 


OFFERING COMPLETE BANKING AND TRUST SERVICES 
Member Federal Deposit Insurance Corporation 






TRUSTS AND ESTATES 















i 
he 
rei 
are 


S1 


pa 
rec 
Es 
his 
up 
tio 
To 
On 


pre 
une 
pol 
the 
of 
bus 
sist 
son 
Wi 
On 
( 

act 
nev 
pan 
mal 
has 
dep 
fro 


Mo 
Y 


our 


fact 
den 
offic 
resu 
Roy 
0 
pan 
ness 
find 
Asse 
billi 


guar 


Cai 

T 
men 
lanc 
$7.9 
dian 
pare 
inch 
amo 


SEP’ 


‘on- 
'ipe 

of 
lian 
ent 
‘ton 


~— / 


y7/ 
977 
3’s/ 
O00 

ap- 
any 
na 


rOss 
ler- 
ard 
tors 
lon- 
‘on- 
Dis- 


e is 

of 
ynfi- 
ad- 


1 of 


pos- 
reat 
cing 
» in 
west 
nett 
con- 

de- 
ican 
wake 
that 

on 


Nese ab 


ATES 


TRUST GROWTH 


(Continued from page 564) 


INDUSTRIAL MortGace AND Trust Co., Sarnia, 
Ont. (60th) : 


The usual steady growth in the business 
of the company continued to be shown at its 
three offices throughout the year. 


NATIONAL Trust Co., Ltp., Toronto, Ont. 


(52nd): 

The company had a particularly fine year. 
Both profits of the company and the assets 
held for which 
really indicate the 
are the highest in the history of the company. 


estates, trusts and agencies, 


volume of our business, 


Srertinc Trusts Corp., Toronto, Ont. (38th): 


Your corporation has had its share of ex- 
pansion and prosperity . you will note new 
records in all departments of its business. . . 
Estates, 
higher 
up largely of new estates under administra- 


trusts and agencies are substantially 
at $7,560,138, the increase being made 


tion. 
Toronto GeneraL Trusts Corp., Toronto, 
Ont. (68th): 


The report shows the continued growth and 
prosperity of the corporation. In 1949 assets 
high 


point, our earnings were well maintained and 


under administration reached a new 


the volume of business received exceeded that 
.. The bulk of the new 


has con- 


of any previous year. 
business this year, as in other years, 
sisted of new estates, personal trusts and per- 


sonal agencies, 


Warertoo Trust anp Savincés Co., Kitchener, 


Ont. (37th): 
Our particularly 
active during the year, more than one hundred 


estates department was 
new estates and trusts coming into the com- 
pany s hands for administration. Also, a great 
many wills were filed in which the company 
Other 


showed 


has been named executor or trustee. 


departments of the business also 


growth during the year. 
Montreat Trust Co., Montreal, Que. (60th) : 


Your Directors decided that the results of 
our operations in 1949 were sufficiently satis- 
factory to warrant payment of an extra divi- 
dend of $1 per share. . . All departments and 
ofices contributed to the satisfactory earning 


results. .. 
Royat Trust Co., Montreal, Que. (50th) : 


Our Fiftieth Annual Report shows the com- 
pany to be in a strong position with its busi- 
ness steadily expanding. | hope that you will 
find the net profit of $523,000 satisfactory. . . 
Assets under administration have reached one 
billion dollars (includes company funds and 
guaranteed trust accounts). 


A 2 A 


Canada Foreign Investment Up 


Total value of non-resident invest- 
ment in Canada, including Newfound- 
land, at the end of 1949 amounted to 
$7.977 million according to the Cana- 
dian Bureau of Statistics. This com- 
pares with $7,513 million in 1948, not 
including Newfoundland. This figure 


amounted to $6,913 in 1939. 
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ESTATES, ETC., 


UNDER ADMINISTRATION 


$40,041,834.73 


$37,935,677.60 


15/900, 408 
VUVATSER BERG SAEED Hit 


1944 





sperm pi es 


New anpéhiimdals an Exctiter end Trustee enter lh wb- 
stantially increased during the year. 


Great strides mark Guaranty Trust Co. of Canada growth. 


EXPERIMENT 
(Continued from page 589) 


During the past ten years, Canada has 
had one of the most stable economies 
in the world. in terms of employment, 
production, and prices. The standard of 
living has been higher than ever be- 


fore. 


suinption increased 


even during the war civilian con- 
and is still improv- 
ing. Moreover, real income appears to 
be considerably more equitably distrib- 
uted than in 1938. 
represented in the lowest in- 


In 1938 farmers were 
heavily 
come bracket. By 1946 the impoverished 
farmer had virtually disappeared: net 
income of agriculture and other unin- 
corporated business rose from 20° of 
24°C in 


© 


personal income in 1938 to 
1947. Labour has also made gains. Be- 
fore the 
already receiving a higher share of the 


war, Canadian workers were 
product of industry than the workers 
of most other countries.! Strictly com- 
parable figures for later years are not 
available. but the share of wages and 
salaries in personal income, even before 
taxes. was as high in 1947 as in 1938: 
meanwhile workers of some other coun- 
tries where labour’s share was high be- 
fore the war (notably France) had suf- 
Clark. 
of In- 


made by Colin 
Bureau 


estimates 
(Queensland 
June-July 1947. 


‘According to 
Cf. Economic News, 
dustry, Brisbane) 


fered declines in their share of national 
income since war began.” It is therefore 
reasonable to conclude that Canadian 
workers receive as large a share of the 
value of their product now as they did 
before the war.—even taxes— 
and that this share is still one of the 
highest in the world. When the increase 
in personal income taxes. plus family 


before 


allowances and other social service bene- 
fits are taken into account, it is quite 
clear that labour’s share of real income 
has improved. 

Thus in terms of the usual objectives 
of economic policy—full employment 
without inflation, an optimum alloca- 
tion of resources, an optimum distribu- 
tion of income, and an optimum rate of 
economic growth—it would appear that 
Canada’s “managed economy” has func- 
tioned well. However. this success has 
been attained in a period of war—and 

postwar boom. It will be interesting 
to see whether the Canadian govern- 
ment will succeed in checking inflation 
in the near future, and still more inter- 
esting to see if they succeed in checking 
the downswing when it develops. If they 
do. the still more severe test of meeting 
secular and structural problems will re- 
main. In any case, it will be an experi- 
ment worth watching. 


5Cf. International Labour Office, Wages: General 
Report, Geneva 1946, Chapters IV and VII. 
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WHERE THERE'S A WILL 


W. L. MACKENZIE KING, former Prime 
Minister of Canada, left an estate val- 
ued at about $750,000, the bulk of which 
will be used for the establishment of 
scholarships. In an extremely human 
document, the widely beloved statesman 
devised his residence, Laurier House, to 
the Government of Canada in trust for 
the people of the Dominion, expressing 
the hope that the citizens would take 
pride in the preservation, as a place of 
historic interest, of a house occupied for 
many years by two of Canada’s Prime 
Ministers, Mr. King having inherited the 
home under the will of Sir Wilfrid Laur- 
ier’s widow. To assist in the maintenance 
of the house, Mr. King bequeathed 
$225,000 to the Government. 


The late retired official named four in- 
dividuals as literary executors, with full 
discretion as to the use and disposition of 
his books, papers, diaries, etc. They are 
each to be paid such sum annually, not 
exceeding $500, as shall be deemed ap- 
propriate by the executors and trustees 
named in the will, The Royal Trust Com- 
pany and two other individuals. 

Expressing fond memories of his life 
in the country at Kingsmere, Quebec, for 
almost half a century, Mr. King devised 
his property there, nearly 500 acres, to 
the Government as a public park in trust 
for the citizens of Canada, and as a 
“thank-offering for the opportunities of 
public service.” He put forth the hope 
that the Government would set aside a 
part of the property as a country home 
for its Prime Ministers. 

After cash bequests aggregating some 
$67,000 to friends and relatives, annuities 
of $5,000 for his sister and $2,500 for a 
couple, educational funds of $3,500 for 
two children of a nephew, and legacies 
to employees based on length of service, 
Mr. King set up a number of scholar- 
ships. One is in the amount of $15,000 for 
proficiency in English literature or con- 
stitutional history at the University of 
Toronto. Another is of $100,000, sum of 


a gift from John D. Rockefeller, Jr., on 
Mr. King’s 74th birthday. This is for a 
series of travelling scholarships to grad- 
uates of Canadian universities for study 
of international or industrial relations 
in universities in the United States and 
the United Kingdom. 


The residue of the estate is left to the 
three-man Board of Scholarship Trustees 
named to administer the travelling schol- 
arships. The income is to be used for 
graduates of Canadian universities deem- 
ed most worthy to pursue post-graduate 
studies. 


FRANK R. PIERCE, president of Dear- 
born Motors Corp., left a carefully drawn 
will in which the maximum marital de- 
duction for Federal estate taxes is sought 
through the so-called formula clause. Af- 
ter bequests of the lesser of $100,000 and 
1/12th of his gross estate for tax pur- 
poses to his son and daughter, and the 
lesser of $25,000 and 1/48th of the estate 
to his brother, sister, sister-in-law, wife’s 
niece and secretary, Mr. Pierce directed 
that the remainder of his property be 
placed in two trusts with the son, Mrs. 
Pierce and National Bank of Detroit as 
trustees (they are also the executors). 


To Trust A is to be set aside (“segre- 
gation by bookkeeping entries will suf- 
fice’) “so much of the net residue of my 
said estate passing under this will as 
when finally value for Federal estate tax 
purposes and taken together with that 
portion (similarly valued) of my gross 
estate for Federal estate tax purposes 
which does not pass under this will, but 
otherwise has become or becomes after 
my death the property of my said wife 
(in such manner as to qualify for a 
‘marital deduction’ with respect thereto 
from my gross estate under the Federal 
estate tax laws in effect at the time of 
my death) will equal in the aggregate 
the amount relative to my adjusted gross 
estate for Federal estate tax purposes 
necessary to enable taking, on behalf of 
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my estate, the maximum marital deduc- 
tion provided by law.” Mrs. Pierce is 
then given the income for life, with a 
general power of appointment which can 
be exercised only by will and by specific 
reference thereto (“a general residuary 
devise or bequest .. . shall not operate 
as an exercise of said power .. .”). 


The balance of the estate, including 
any principal passing from Trust A in 
default of appointment, is to be held in 
Trust B to be divided into equal shares 
for the testator’s children. Mrs. Pierce 
will, however, receive the income there- 
from so long as these trusts last, the 
children getting the income after her 
death. As to the son’s trust it is provided 
that the trustees shall pay him '% of the 
fund at age 30, % of the balance at 35 
and the remainder at 40. As to the 
daughter’s share, the trustees are to pay 
over similar amounts at the first two 
ages only on her written request. The 
balance is to remain in trust for her life- 
time. 

The trustees are authorized to use 
principal for any beneficiary if the in- 
come available to them from all sources 
is insufficient in their opinion for their 
“support, maintenance, care, comfort, 
education and recreation ... or to cope 
with any illness, distress or emergency.” 
There are two provisos: first, all pay- 
ments to Mrs. Pierce are to be made 
from Trust A; second, no co-trustee shall 
have a vote in determining the propriety 
or amount of a payment to himself as 
beneficiary. 

All death taxes accruing in respect of 
the estate passing under the will are 
charged against the residue, while taxes 
accruing as to property passing outside 
the will are to be paid out of such prop- 
erty. 


ALAN HALE, versatile screen actor who 
in. real life was R. Edward MacKahan, 
left an estate of approximately $200,000, 
including life insurance and joint ten- 
ancy property. To his son he bequeathed 
his personal effects and an automobile, 
while his daughter and adopted daughter 
receive $10,000 each. The rest of the 
estate, after legacies of $2,500 to Mr. 
Hale’s sister-in-law and $7,500 to his 
sister, goes outright to Mrs. Hale. Bank 
of America N. T. & S. A. is named exe- 
cutor. 


H. C. NICHOLAS, head of the Quality 
Castings Co. of Ohio and first president 
of the Council of Profit Sharing Indus- 
tries, bequeathed one-third of his estate 
outright to his wife, specifying that in- 
surance payable to her is to be included 
in calculating that portion and that his 
half interest in their home should be 
part of this share. Residue of the estate 
is placed in trust with Mrs. Nicholas 
and the First National Bank of Akron 
as executors and trustees for Mrs. Nich- 
olas’ benefit. 


TRUSTS AND ESTATES 
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ESTATE TAX 


Attempt to exercise power of appoint- 
ment created prior to 1942 renders prop- 
erty subject to power includible in estate 
of decedent donee. Decedent was donee 
of a power of appointment created prior 
to 1942 amendments making mere pos- 
session of power at death, as well as 
exercise of a power, taxable. In default 
of exercise of power, property was to 
pass to descendants. In 1939, decedent 
executed will in which he attempted to 
exercise power by appointng part of 
appointive property to various benefici- 
aries and balance to his daughter, who 
would have taken in default of exercise 
of power. Upon decedent’s death in 1944, 
his daughter elected to take under will 
of donor of power rather than under 
exercise of power. Commissioner in- 
cluded property over which decedent had 
power of appointment in decedent’s 
estate and assessed deficiency. Executors 
paid tax and brought suit for refund. 


HELD: Refund denied. Jn Helvering 
v. Grinnell, 294 U.S. 153 (1935), it was 
held that attempt to execute power of 
appointment to person who would take 
under donor’s will in default of exercise 
of power was not effective, and value of 
property over which decedent donee had 
attempted to exercise power was held 
not includible in his gross estate. Under 
1942 Act, however, incidence of tax was 
made to depend, not upon effective pass- 
ing of property but rather upon exist- 
ence of power to pass property in hands 
of donee of power at time of death of 
donee, unless released or unless decedent 
died before January 1, 1943, which date 
has since been extended to July 1, 1951. 
Attempted exercise of power by dece- 
dent was such as to make inapnl cable 
the exception to amendmen's of 1942. 
and property was thus includible in de- 
cedent’s estate. Wilson v. Kraemer, U.S. 
D.C., Conn., July 18. 


United States bonds purchased by de- 
cedent with community funds and regis- 
tered in wife’s name not includible in 
estate. Decedent purchased or caused to 
be purchased for his wife, United States 
bonds of a value of approximately $45,- 
000. He directed that each bond as issued 
be registered in wife’s name only, so as 
to designate it as her individual and 
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separate property. It was decedent’s in- 
tention in purchasing bonds to make 
gift to his wife of his one-half of com- 
munity funds expended in purchase of 
the bonds. Decedent also bought $500,- 
000 in United States Bonds, none of 
which was registered in wife’s name. 
Upon his death, Commissioner deter- 
mined that all bonds purchased by de- 
cedent were includible in his estate. 


HELD: Bonds registered in wife’s 
name are not part of decedent’s estate. 
Fact that decedent had purchased bonds 
in own name emphasized his intention 
that bonds registered in wife’s name 
were to be her individual and separate 
property. Estate of Hendrick v. Comm., 
T.C. Memo, July 7. 


GIFT TAX 


Gifts made pursuant to antenuptial 
agreement entered into prior to gift tax 
law, not subject to gift taxes. In 1931, 
taxpayer entered into agreement with his 
intended wife, reciting that he owned 
certain property and desired to make 
suitable provision for wife in lieu of 
dower and any interest in his property 
which she might otherwise have. Agree- 
ment was to become effective upon 
solemnization of marriage in 1931. Tax- 
payer was to pay wife sum of $1,000,- 
000. In 1936 husband made transfer to 
wife of property valued at $500,000, 
pursuant to agreement and a like trans- 
fer in 1944 to complete antenuptial 
agreement. Last transfer was for life 
only with reversion to husband. Commis- 
sioner determined that transfers were 
subject to gift taxes-and assessed defici- 
encies. 

HELD: Transfers were not subject to 
gift taxes. Agreement became binding 
on husband upon solemnization of mar- 
riage in 1931 when there was no Fed- 
eral gift tax law in effect. He became 
obligated at that time to make payments 
which he subsequently made. Reason for 
delay was that he did not have property 
in his possession which he felt would be 
suitable for purpose. Case is not gov- 
erned by Wemyss or Merrill cases under 
which gift taxes would be due if ante- 
nuptial agreement were made in year in 
which there was a gift tax law in effect. 
Estate of Copley v. Comm., 15 T.C. No. 
3, July 18. 


Annual exclusion denied gift in trust 
for minor beneficiary. Taxpayer made 
gift in trust for benefit of his six-month 
old grandson. Instrument provided that 
trustee should pay to beneficiary, or ap- 
ply on his behalf, such income or principal 
as necessary for education, comfort and 
support of beneficiary. Balance of income 
not so needed was to be accumulated until 
beneficiary reached twenty-one years of 
age and then, together with principal of 
trust, paid to beneficiary outright. If 
beneficiary died before attaining twenty- 
one years of age, trust property devolved 
to his estate. Taxpayer further provided 
that beneficiary should be entitled to all 
or any part of trust property upon de- 
mand at any time, either by beneficiary 
or by legally appointed guardian for such 
beneficiary. 


Taxpayer’s son, father of beneficiary, 
was appointed trustee. Evidence indi- 
cated that son was amply able to support 
and educate beneficiary. Commissioner 
determined that gift was of future in- 
terest and disallowed annual exclusion 
allowed by section 1003(b) (3), I.R.C. 


HELD: Annual exclusion disallowed. 
Notwithstanding gift is vested, substan- 
tial present economic benefits do not pass 
immediately to beneficiary so as to con- 
stitute gift of present interest for pur- 
poses of annual gift tax exclusion. Fact 
of postponement of benefits and not dur- 
ation of postponement is determinative. 
Here right of beneficiary to receive pres- 
ent distribution was contingent on his 
needing it for education, comfort or sup- 
port, and facts indicated no such need. 


Nor does right given beneficiary to de- 
mand part or all of trust property give 
present economic benefit, since infant of 
six months is incapable of making such 
demand. Moreover, since no legal guar- 
dian for beneficiary has been appointed, 
there was no one capable of demanding 
all or part of trust estate for the bene- 
ficiary. Under such circumstances enjoy- 
ment was certainly postponed, even 
though duration of postponement was 
uncertain. Kiechhefer v. Comm., 15 T.C, 
No. 17, Aug. 10. 


INCOME TAX 


Trusts created by husband and wife 
not reciprocal. Income not taxable to 
grantors. Taxpayers, husband and wife, 
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residing in Texas, in June 1935 each 
created trust with corporate trustee and 
advisory committee of three persons, 
providing that net income of each trust 
was to be paid to other spouse for life 
or accumulated. Remainder was to be 
paid to life beneficiary’s estate, and dis- 
tributable in accordance with will or, 
in case of intestacy, under law of descent 
and distribution. Income was accumula- 
ted during years in question and tax 
thereon paid by respective trustees. 

In November 1935, taxpayers estab- 
lished similar trusts, singular difference 
being that remainder was payable to 
other persons. Commissioner determined 
that the net income of each of these 
trusts was taxable to taxpayers as 
community income. Tax Court, on au- 
thority of doctrine of reciprocal trusts 
as set forth in Lehman v. Comm., 109 
Fed. (2d) 99, sustained the Commission- 
er. 

HELD: Reversed and remanded. Doc- 
trine of “reciprocal trusts” not applic- 
able in this case. Tax Court erred in 
resorting to strained fiction of reciprocal 
or cross trusts and in holding that trust 
income was taxable to grantors. Tax 
Court disregarded plain language of 
trust agreements. Trusts were irrevoc- 
able and during years involved no part 
of trust income had ever been distribu- 
ted to taxpayers. Further, language of 
trust instruments showed that no bene- 
ficiary ever had power to demand pay- 
ment of any part of trust income. Tobin 
v. Comm., C.A. 5, July 19. 

Income taxed to grantor since trust 
not legally capable of being partner. R. 
M. Hanson transferred on undivided 
13/64ths interest in a partnership to 
himself and two other individuals as 
trustees of R. M. Hanson Trust for 
benefit of his two children, providing 
that neither trustees nor beneficiaries 
should ever be personally liable as part- 
ners but that all such personal liability 
was retained and assumed by himself as 
an individual only. R. M. Hanson was 
also member of partnership in his own 
right, having retained an undivided 
17/64ths interest (4/64ths as life ten- 
ant). 

Commissioner determined that Trust 
was not legally capable under state law 
of being a valid partner and that trus- 
tees could not, therefore, enter into a 
valid partnership arrangement on be- 
half of trust. Plaintiff contended that 
“trust estate” or “trust property” was 
capable of being valid member of part- 
nership for Federal income tax purposes. 

HELD: Trust was not a partner for 
Federal income tax purposes. Plaintiff 
did not contend that trustees were 
partners but that “trust estate” was 
partner. At common law trust estate 
could not be member of partnership, 
since character of partnership, as op- 
posed to powers and obligations of trust 
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relationships, are alien to each other. 
In absence of any express local state 
law on subject, it is presumed that state 
law is same as common law. Although 
many Federal tax cases have upheld 
trusts as members of partnership, prac- 
tically none discusses legal capability 
of trust being valid partner under state 
law. Supreme Court, in Comm. v. Cul- 
bertson, 337 U.S. 733, however, has in- 
dicated that there is no reason to 
recognize for Federal income tax pur- 
poses a relationship invalid under local 
law. Trust, therefore, is not recognized 
for tax purposes as partner here. Han- 
son v. Birmingham, U.S.D.C., N.D. Iowa, 
July 29. 


Deduction not allowed for sums to 
provide paid up annuities for employees. 
Taxpayer formed corporation in 1929 to 
enable employees to participate in in- 
vestment in diversified industries. In 
1940 taxpayer decided he would provide 
retirement annuities for his ten em- 
ployees. Plan adopted provided that sep- 
arate annuity policies would be issued, 
one being a fully paid policy covering 
past services, and other a currently pay- 
able premium policy covering future 
services. Taxpayer paid premiums in 
1940 on policies covering past services. 

In 1944 taxpayer requested Commis- 
sioner to approve his actions with re- 
spect to annuities as constituting a pen- 
sion trust exempt under Section 165. 
Upon advice of Commissioner, taxpayer 
formalized plan by executing formal 
trust instrument and appointing trustee. 
Commissioner approved plan April 11, 
1945. In 1944, taxpayer entered amounts 
paid for premiums in 1940 and took 
deductions in years 1944 and 1945 by 
way of amortization over ten year period. 
Commissioner disallowed deduction, con- 
tending that premiums paid were not 
contributions to a pension trust within 
meaning of Section 23(p) of Internal 
Revenue Code prior to amendment by 
Section 162 of Revenue Act of 1942. 


HELD: Commissioner sustained. Prior 
to execution of trust agreement in 1944, 
there was no written document relating 
to annuity plan, except various letters 
written by taxpayer to his employees in 
respect to annuities. Intentions and pro- 
posals expressed in letters to employees 
and employer’s conduct in connection 
with purchase of paid up annuities did 
not constitute creation of a permanent 
and irrevocable trust arrangement and 
irrevocable trust arrangement as con- 
templated by Federal tax law. H. Par- 
sons v. Comm., 15 T.C. No. 14, Aug. 8. 


RULINGS 


30% rule under pension trusts revoked. 
Until now, I.T. 3674 required compli- 
ance with 30% rule before approval of 
proposed employees’ trust could be ob- 
tained. This rule provided that trust 
would not qualify if more than 30% of 


corporation’s contribution on behalf of 
all participants was for benefit of those 
employees, each of whom owned directly 
or indirectly more than 10% of voting 
stock. While this presented no problem 
to large corporations, it tended to re- 
strict many small ones whose stockholder 
employees comprised substantial per- 
centage of personnel, or which stockhold- 
er employees received substantial por- 
tion of overall compensation paid. In 
order to obtain approval of plan, corpo- 
ration had to limit benefits of stockholder 
employees to meet 30% rule, and as a 
result they might not have received all 
benefits that their compensation and 
length of service warranted. In Volcken. 
ing v. Comm., 13 T.C. 723, Tax Court 
held that plan did not favor 10% group 
and, therefore, 30% rule was inopera- 
tive. Commissioner acquiesced in the de- 
cision. 

As a result, I.T. 3674 and I.T. 3675, 
both of which exemplify application of 
rules, have been revoked. The ruling is 
clear that in order to qualify under Sec- 
tion 165(a) eligibility requirements of 
a pension or prcfit sharing plan must 
not discriminate in favor of employees 
who are shareholders, and such a plan 
must not amount to a subterfuge for 
distribution of profits to such sharehold- 
ers. 1.T. 4020 (1.R.B. 1950-16, 9). 


Treaty-exempt income. In_ original 
opinion in Estate of Tait v. Comm., 11 
T.C. 721, Tax Court held that fiduciary 
(ancillary administrator) may not, in 
computing net income of estate under 
Section 162 of Internal Revenue Code, 
deduct from gross income payments to 
non-resident alien beneficiaries (citizens 
and residents of Canada) which are ex- 
cluded from gross income under Section 
22(b)(7) of Code, relating to income 
exempt under treaty obligations of the 
United States and Article VI of United 
States—Canada income tax convention: 
Estate appealed, and on stipulation, case 
was remanded to Tax Court. Tax Court, 
on remand, found no deficiency. Com- 
missioner acquiesced. 





In view of this, Commissioner now an- 
nounces that original opinion of Tax 
Court in Tait case will not be used by 
Bureau as precedent in disposition of 
similar cases arising under’ United 
States—Canada income tax convention 
or income tax conventions with other 
foreign countries. J.T. 4019, 1950-16, 7. 


A A A 


U. S. Revenues Down 


Collections for the fiscal year ending 
June 30, 1950, were down by $1,505,993,- 
250 as compared with fiscal 1949, accord- 
ing to a report by the Bureau of Internal 
Revenue, released late last month. Total 
collections in the 1950 12-month period 
were $38,957,131,768. 
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NEW JERSEY ENACTS LAW TO APPORTION ESTATE TAXES 


Under present New Jersey law, in the 
absence of testator’s direction to the con- 
trary, State transfer inheritance taxes 
are ultimately payable by the person who 
received the property with respect to 
which tax is assessed, whether the prop- 
erty was received by testamentary trans- 
fer or otherwise. However, estate taxes 
(Federal and State), being on the de- 
volution of property from decedent and 
not attaching to the right to receive 
property, are payable from decedent’s 
residuary estate. This, again, is in the 
absence of express direction by decedent 
to the contrary. 

Chapter 327, Laws of 1950, approved 
July 24, 1950, changes the rule with re- 
spect to who shall pay estate taxes 
(State and Federal) in estates of de- 
cedents dying after January 1, 1950, and 
decedents who execute or republish their 
wills on or after January 1, 1950. 

Chapter 327 provides that whenever a 
fiduciary is required to pay an estate tax 
(State or Federal) with respect to prop- 
erty required to be included in “the 
gross tax estate’ of his decedent, the 
amount of tax shall be apportioned 
among the fiduciary and transferees ben- 
eficially interested in the “gross estate.” 
in accordance with rules set forth in the 
Act, except where the testator otherwise 
directs. In the usual case where estate 
tax is assessed against non-testamentary 
transfers, apportionment will be required 
so that each person enjoying the interest 
thereunder will pay his proportionate 
share of tax. However, if such non-testa- 
mentary instrument contains direction 
for apportionment within the specific 
fund dealt with in such instrument, the 
tax will be paid by the recipients of the 
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non-testamentary transfer as directed. 


The Act does not require apportion- 
ment of estate taxes among individual 
legatees, devisees or beneficiaries under 
a will, or those who take as next of kin, 
or to the interest of any surviving spouse 
in any real estate held in tenancy by en- 
tirety. In such cases, the old rule would 
apply and the estate taxes would be pay- 
able from the residuary estate. 

Where any property required to be 
included in the gross tax estate does not 
come into the possession of the fiduciary, 
he shall be entitled to, and it shall be his 
duty, to recover from the transferees or 
from whoever is in possession of such 
property, the proportionate amount of 
tax. 


The Superior Court or County Court 
in any action (including action for set- 
tlement of account of fiduciary) may ap- 
portion the tax and direct payment there- 
of by the transferees to the fiduciary and 
may charge such payments against the 
shares or interests of the transferees in 
any assets in the hands of the fiduciary. 
In a summary action, such courts may 
direct payment by any other person in 
possession of said property to the fiduc- 
iary. 

No one shall be required to pay over 
or distribute to any person other than the 
fiduciary required to pay the tax, any 
property with respect to which the tax 
may be imposed, until the tax is paid 
or adequate security furnished to the 
person making the transfer. No fiduciary 
shall be required to make any apportion- 
ment or institute any action until three 
months after final determination of the 
tax. 


—_ — — 


Pittsburgh’s 
— Oldest 
Trust 


~Company 


ro ncn ner cr eee ae reer 


SEPTEMBER 1950 


PEOPLES FIRST NATIONAL 
BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 


Established 1863 





Limited Life Favored 


Limited payment life insurance, giv- 
ing protection for life but requiring pre- 
miums only during the early years 
(usually 15 to 25) was the most widely 
favored type of policy taken out last year 
when purchases of ordinary life insur- 
ance reached a record. According to a 
survey by the Life Insurance Agency 
Management Assn. of a representative 
portion of those purchases, limited pay- 
ment plans constituted one-third of the 
total. Endowment policies accounted for 
slightly over one-fourth of the number, 
while straight life represented one-fifth 
although rated first by men. 


YOUR TAXES 
are going UP... 





MONTGOMERY'S Federal Taxes — 


ESTATES, 
TRUSTS 
and GIFTS 
1950-51 


Gives you a quick 
summation of all 
changes that have 
taken place during the 
year to help you in 
planning and filing of 
final estate returns. 
Completely up to date 
—relied upon by out- 
standing tax experts. 

One volume. $12.50 





MONTGOMERY'S Federal Taxes — 
Corporations and Partnerships 
1950-51 


With the heavy 
slices that are being 
taken out of corpo- 
ration profits you 
must know what to 
do to minimize tax 
liability under new 
percentage rates and 
proposed “stop-gap” 
legislation. For any 
business of any size; 
for the non-specialist 
and the specialist 
alike, Montgomery 
defines all tax con- 
siderations involved 
in a specific trans- 
action. It recommends exactly what to do in 
complex or routine situations arising during 
the year. Two volumes. $20.00 


Be sure you're right on 1950 taxes. 
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RECENT FIDUCIARY DECISIONS 


ADOPTION — Statute Cutting Off 
Natural Rights Prospective in 
Operation 


United States—Court of Appeals, 
District of Columbia Circuit 


Hall v. Scarlett, #10,229. 


Appellee Scarlett filed a petition for 
letters of administration on estate of 
Blanche M. Penfield alleging she was the 
niece and sole heir at law and next of 
kin of decedent. Thereafter appellants 
Hall and others filed a claim as first 
cousins of the decedent. 


Mrs. Scarlett was the daughter of a 
deceased brother of decedent. In 1922 she 
was adopted by her maternal grand- 
mother by decree of a Nevada Court. 
Prior to 1937 her adoption had no effect 
upon her right to inherit under the laws 
of the District of Columbia from or 
through her natural parents. In 1937 
Congress enacted a statute which pro- 
vided that entry of a final decree of 
adoption shall establish the relation of 
natural parent and natural child and 
cut off all rights between the adoptee and 
his or her natural parents. The District 
Court held that Mrs. Scarlett’s right to 
inherit from her natural aunt through 
her relationship to her natural father 
was not cut off by the 1937 Act. 


HELD: Affirmed. The cut-off was 
clearly a consequence of a decree to be 
entered under the new Act and did not 
apply to decrees entered prior to the Act. 
The statute was, by its terms, prospective 
and therefore did not affect the status 
or rights of appellee. 


CLaims — Failure of County Clerk 
to Give Notice to Executrix of Fil- 
ing of Claim — Lack of Notice 


Good Defense to Claim 


Tennessee—Supreme Court 
Cromwell v. Dobbins, 231 S.W. (2d) 577. 


Complainant qualified as executrix of 
the estate of decedent in January 1948, 


and made publication for creditors dur- 
ing that month. Defendant filed a claim 
against the estate in February 1948, but 
the clerk of the County Court failed to 
notify executrix thereof. The executrix 
had actual notice of the claim only in 
1949, after the time for filing claims had 
expired, and after the time for filing 
exceptions to claims had also elapsed. 
Complainant seeks a decree that the claim 
is therefore invalid. Defendant filed a 
demurrer, which was overruled by the 
Chancellor. 


HELD: Affirmed. By statute the clerk 
of the County Court is required to notify 
an executor or administrator within five 
days after a claim is filed against the 
estate. This statute is mandatory. If such 
notice is not given, and the time for 
filing exceptions to claims elapses, then 
the personal representative is without 
remedy. The claim cannot, therefore, be 
sustained against the estate in the ab- 
sence of the required notice. The filing 
of a claim is equivalent to the commence- 
ment of an action against the estate. 
Failure to give notice is the equivalent 
of omitting an essential element of due 
process. 


COMPENSATION — Attorney’s Fee 
Not Payable Out of the Estate 


Massachusetts—Supreme Judicial Court 
Miller v. Stern, 1950 A. S. 991; July 26, 1950. 


Petition by an attorney under G. L. 
215, §39A, for compensation for services 
performed for the benefit of or in con- 
nection with the estate. Decedent’s heirs 
were four brothers. The will gave leg- 
acies of varying amounts to them and the 
residue to them equally. The shares of 
two of them were placed in trust for 
their benefit, with remainders over on 
their deaths. There was a clause for- 
feiting the legacy of anyone contesting 
the will and providing that filing an ap- 
pearance in opposition to its allowance 
should constitute a contest. 
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The two whose shares were trusteed, 
Irving and Alfred, together with Irving’s 
wife and Alfred’s daughter, wanted to 
contest the will and engaged the peti- 
tioner as attorney. He filed an appear- 
ance in behalf of Irving. A compromise 
was then made and approved by the 
court by which the forfeiture clause was 
declared inoperative, the shares of Irving 
and Alfred given to them outright and 
a legacy to Alfred’s daughter doubled. 
The attorney then filed a petition for 
compensation. The probate judge award- 
ed $8,000 payable out of the estate. The 
executor appealed, both as to the amount 
and as to its being paid out of the 
estate. 

HELD: The judge was wrong in al- 
lowing compensation out of the estate. 
This was a case where the attorney’s 
services were not beneficial to the estate, 
but to his clients. Compensation should 
have been awarded out of the funds of 
the litigants in the hands of the executor. 
This would also have a bearing on the 
amount of the compensation, since the 
amount involved would not be so great 
if only the shares of the litigants were 
considered. 

Incidentally, the court said that the 
forfeiture clause in the will was valid 
in Massachusetts. 


COMPENSATION — Fee of Benefici- 
ary’ Attorney Not Payable Out of 
Trust 


Minnesota—Supreme Court 
In re Conan’s Will, 42 N.W. (2d) 400. 


Mr. Conan created a trust for the 
benefit of his son and his daughter and 
her children. The son, daughter and a 
bank were appointed trustees. The will 
authorized retention of original assets 
and provided that “when authorized by 
the court . .. may and shall sell... 
all or any of the assets ... of the trust 
estate upon such terms as they deem 
advisable .. .” It also provided that “no 
compensation for services as Trustee 
shall be paid to either of the Individual 
Trustees. All expenses necessarily incur- 
red by any Trustee in performing the 
duties of the trust shall be paid by said 
Trustees.” 

The trustees were not able to agree on 
the advisability of selling stocks and 
asked the court for instructions from time 
to time. In 1948 the court entered an 
order permitting the sale of stocks upon 
agreement of a majority of the trustees. 
In early 1949 the corporate trustee 
recommended that certain stocks be sold. 
The daughter-trustee agreed. Later in 
the year when the annual account was 
filed the corporate trustee again asked 
the court for authority to sell. At the 
time of the hearing the daughter had 
changed her mind and disagreed. 
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The daughter’s husband, an attorney, 
appeared with his wife at the hearing on 
the account. .He thereafter submitted his 
statement for expenses and fees and the 
daughter asked that these be paid by the 
trust. The corporate trustee has as its 
attorney a firm whose services are avail- 
able to all the trustees. The trial court 
disallowed attorney’s fees for the daugh- 
ter’s husband for the reason that during 
the period covered by the account he had 
performed no unusual services of a legal 
nature. 

HELD: Affirmed. Under the will it was 
only where legal services are required 
in matters going beyond the ordinary 
duties of the trustee that the court would 
be justified in allowing fees to be paid 
out of the trust. Here the services were 
not of that nature. The only advice 
sought by the daughter from her husband 
related to the advisability of selling the 
stocks at the then market price. 


DISTRIBUTION — Disqualification of 
Devisee Convicted of Manslaughter 


Washington—Supreme Court 
In re Moore’s Estate, 136 Wash. Dec. 793. 


Joseph A. Moore was convicted of man- 
slaughter following an assault upon his 
mother, the testatrix, resulting in her 
death. Moore was named as sole bene- 
ficiary and as executor under the will. 
Moore was also her sole heir at law in 
the event of intestacy. The will was ad- 
mitted to probate. The administratrix 
with will annexed filed her final report, 
suggesting that Moore was disqualified 
from receiving any part of his mother’s 
estate and that, if he was disqualified, 
the court determine the legal heirs of 
the testatrix entitled to receive the resi- 
due of her estate. In the meantime, Moore 
was adjudged mentally incompetent and 
appeared by guardian ad litem. The court 
entered an order adjudging Moore dis- 
qualified from receiving any part of the 
estate under the will and continued for 
further hearing the petition for distri- 
bution. Moore appealed from the order 
disqualifying him to take under the will. 

Held: Appeal dismissed upon the 
court’s own motion on the ground that the 
appeal was premature. It may be in- 


ferred that in due time the trial court 
would enter an order decreeing Moore 
disqualified from receiving any part of 
the estate of his mother as her heir 
under the statute of descent and that the 
estate should be distributed to Mrs. 
Moore’s granddaughters. When such an 
order is entered, Moore will have the 
right to appeal, or in the event the trial 
court should decide that Moore, although 
disqualified from taking under the will, 
is not disqualified from taking as an 
heir, the granddaughters would have the 
right of appeal and the present appeal 
would be unnecessary in either event. The 
order appealed from is not a final judg- 
ment, for there is to be a determination 
of heirship and a decree of distribution 
at a later date, and there has been no 
final determination of Moore’s rights to 
the estate. 


DISTRIBUTION — Proceeds of Settle- 
ment for Wrongful Death Go Ac- 
cording to Laws of Descent and 
Distribution 


Tennessee—-Supreme Court 
In re Smith’s Estate, 231 S.W. (2d) 569. 


Decedent was killed while in employ- 
ment protected by the Federal Employers’ 
Liability Act. His administrator made a 
settlement with the employer without 
court approval or supervision. The pro- 
ceeds of the settlement were distributed 
to decedent’s widow and four children on 
the following basis: each child was given 
a share based upon the number of years 
he lacked being twenty-one, and the 
widow was given a share based on the 
value of her life expectancy, computed 
under the mortality tables. Within the 
time allowed for filing claims, the oldest 
child filed a claim for one-fifth of the 
proceeds, contending that distribution 
should be made under the laws of distri- 
bution and descent. The claim was denied 
by the County Court. 

HELD: Reversed. This is a case of 
first impression in Tennessee. Ordinarily 
in an action for wrongful death, the 
jury, or the Court without a jury, may 
apportion the recovery to each beneficiary 
according to his pecuniary loss. Similarly 
this may be done where a compromise is 


effected under Court supervision. But 
where the settlement is made by the per- 
sonal representative without advice or 
counsel by the Court, and payment is 
made in a lump sum, then most of the 
courts which have considered the problem 
have held that the proceeds must be dis- 
tributed under the intestate laws. This 
rule is adopted and approved in the 
principal case, particularly in view of 
previous Tennessee cases holding that 
proceeds in wrongful death cases are not 
assets of an estate subject to debts but 
are surplus personalty, to be distributed 
under the intestate laws. 


DISTRIBUTION — Insurance Payable 
to Pretermitted Children Does Not 
Satisfy Statute 


North Carolina—Supreme Court 
Williamson v. Williamson, 232 N.C. 55, 59 


S.E. (2d) 214. 

Testator left two children, one born 
before, one after the execution of his 
will. Under General Statutes of 1943, Sec. 
31-45 children born after the execution 
of the parent’s will take such shares of 
the parent’s estate as they would have 
taken if the parent had died intestate 
“without making any provision for 
them.” The testator made no provision 
in the will for afterborn children, but 
did procure a life and accident insurance 
policy, naming both children as_ bene- 
ficiaries. 

HELD: Life insurance is not “pro- 
vision” for the afterborn child. 

Quaere: Whether the “provision” con- 
templated by the statute must be made 
in the will. 

In the same case the will gave the en- 
tire estate to the wife of the testator “in 
fee simple . .. she to be entitled to same 
so long as she lives.” 

HELD: The widow took a life estate. 


EXPENSES —- Husband Entitled to 
Pay Funeral and Last Illness Ex- 
penses Out of Wife’s Estate 


Ontario—Surrogate’s Court, Co. of Wentworth 
Re Asma, 1950 @ntario Weekly Notes 291. 


HELD: Apart from any question as to 
the liability of a husband to bury his 
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wife, and dealing only with the matter 
as to whether, having done so, the hus- 
band is entitled to have such expenses 
paid out of his wife’s personal estate, 
disbursements made by the husband as 
administrator for hospital, nursing, med- 
ical and funeral expenses incurred dur- 
ing his deceased wife’s last illness, and 
her subsequent burial, were properly paid 
by him out of her estate, and should be 
allowed as disbursements on a audit of 
the estate’s accounts. 


Powers — Appointment — Validity 
and Meaning of Exercise by For- 
eign Will 

Massachusetts—Supreme Judicial Court 

New England Trust Co. v. Wood, 1950 A.S. 

937—July 6, 1950. 

Davee, a resident of Plymouth, lived 
for a great many years in Turkey, and 
died there in 1912, although a citizen of 
the United States. He left a widow, 
Amelia, and his will was allowed in the 
consular court of Smyrna, and later in 
Plymouth County. His will, drawn in 
Turkey, gave the residue to trustees in 
trust to pay the income to Amelia for life 
and after her death to hold the trust 
“for such heir or heirs as my said wife 
shall by deed, will or codicil appoint.” 
Amelia later married a Greek, settled in 
Athens and became a Greek citizen. 


After her second husband died she 
executed a will before a notary and three 
witnesses in accordance with Greek law. 
It read in part as follows:—“I name as 
my heirs my brothers Frederic and Ed- 
gar Gout and the children of my de- 
ceased brother Ralph Gout, namely, 
James Ralph Gout, Edward Gout and 
Reginald Gout. And I ordain that all 
property belonging to me and lying today 
in Greece and in America (at the New 
England Trust Company of Boston) shall 
devolve in equal shares upon these my 
five heirs, under the proviso that my 
brothers Frederic and Edgar shall have 
only the usufruct of their respective 
shares during their lifetime.” 

She died in 1941, unmarried and with- 
out issue. Her will was allowed by the 
Athens court in 1945 and the Probate 
Court at Plymouth in 1946. She had no 
property at the New England Trust Com- 
pany except that which came from Davee. 
One brother predeceased her and the 
other died before the filing of the peti- 
tion. The three nephews were living. 


HELD: First, questions under Davee’s 
will, including the validity of the exer- 
cise of the power of appointment, must 
be determined by the law of Massachu- 
setts, where he was domiciled. 


Second, while the word “heirs” as used 
in Davee’s will would ordinarily mean 
those who would take the testator’s estate 
if he had died intestate, this will was 
drawn in Turkey; and considering all 
its provisions the phrase was used in 
the general sense of “beneficiaries.” As 


thus construed it gave Amelia a life 
estate, with a general power of appoint- 
ment by deed or will. 

Third, the validity of Amelia’s will was 
governed by the law of her domicil, 
Greece. It was admittedly valid. Likewise 
resort must be had to Greek law to ex- 
plain certain words she used. The use of 
the words “heirs” and “usufruct” in her 
will meant that the two brothers each 
had the income for life of one-fifth of 
the property and on his death his share 
was added to the shares of the three 
nephews. 

Fourth, the words used in the will, “all 
property belonging to me,” etec., were a 
proper exercise of the power of appoint- 
ment. 

Fifth, the appointment did not violate 
the Rule against Perpetuities, since 
Amelia had a general power to appoint 
by deed or will. There was no ambiguity 
in the wording of Davee’s will in creating 
the power of appointment. On this point, 
however, the rule is that “where there 
is an equivocal provision which it is pos- 
sible to interpret either as a violation or 
not as a violation, the interpretation 
which is not repugnant to the rule must 
be adopted.” 

Sixth, as to some income accruing to 
Amelia’s estate up to the time of her 
death and paid by the trustee to the 
administrator c.t.a. of her estate, the 
latter in its answer asked for instruc- 
tions, and the court ordered that since 
there were no debts of her estate it 
should be distributed in the same manner 
as the trust fund. 


SPOUSE’s RIGHTS — Widow as Trus- 
tee May Not Take Proceeds of 
Sale of Dower Interest 


Arkansas—Supreme Court 
Hardy v. Hardy, 230 S.W. (2d) 6. 


After providing for his widow in ex- 
cess of what she would have received had 
he died intestate, testator established a 
trust for his three minor children and 
designated his widow as one of the trus- 
tees. In 1945, Assembly enacted an Act 
which provided that a widow’s dower 
interest in timber shall be an _ abso- 
lute one-third of the proceeds of any 
sale. Acting upon the advise of her coun- 
sel, who was also an attorney, she, in 
1945 and 1946, took for herself abso- 
lutely the full one-third of the proceeds 
of sales of timber previously owned by 
her husband. The widow filed her annual 
report for the years 1945 and 1946 and 
the same was approved by the court. 
This suit arises at the instance of the 
heirs against the widow and trustee for 
an accounting of the funds which she 
had appropriated from the sale of the 
timber. 


HELD: Mrs. Hardy, the trustee, must 
restore to the trust estate the sum of 
one-third of the proceeds of the timber 
sales made by the trustee during the 
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years 1945 and 1946, for the reason that 
she had theretofore accepted under the 
terms of the will. The Act of 1945 ap- 
plies to dower and homestead interest 
of a widow and not to any life interest 
that vests in a widow under the pro- 
visions of a will. Her taking of such 
funds was a breach of trust on her part, 
even though she acted in good faith and 
in the belief that she was entitled to 
same under the authority of the Act. 


SUCCESSOR FIDUCIARY — Necessity 
for Appointment of Additional 
Trustees 


New York—Appellate Division, First Dept. 
Goldstein v. Trustees of the Sailor’s Snug Har- 
bor in the City of New York, N.Y.L.J., Aug. 
23, 1950. 

The will of Robert Richard Randall, 
probated in 1801, gave his residuary 
estate in trust to build and maintain a 
hospital for “aged, decrepit and worn 
out sailors,” called “The Sailor’s Snug 
Harbor.” The will designated as trustees 
the persons filling certain public and 
private offices and their successors in said 
offices, including the Mayor of New York 
City, the Chancellor of New York State, 
the Recorder of New York City and five 
others. The latter two offices have been 
abolished. The income of the trust was 
to be used for the above purposes “in 
such a manner as the Trustees or a 
majority of them ***, or their successors 
in office, may from time to time direct.” 

The original corporate charter pro- 
vided that “any five or more of the said 
trustees shall constitute a quorum to 
transact any of the business and con- 
cerns of the corporation.” The Mayor of 
New York claimed the right to renounce 
his trusteeship because of his heavy offi- 
cial duties and possible conflict between 
the interests of the City and those of 
the Charity. Was it necessary that there 
always be eight trustees and a quorum 
of at least five, and, if so, should the 
court appoint additional trustees? 


HELD: Neither the will nor the char- 
ter requires that there be eight trustees 
at all times. New trustees will be ap- 
pointed to fill vacancies only where the 
testator has clearly manifested an in- 
tention that there be a specific number 
of trustees, or where it is shown that 
the filling of such vacancies is necessary 
or conducive to the proper administra- 
tion of the trust. Neither is the case 
here. Since there are no successors in 
office of the Chancellor and Recorder, no 
new trustees need be appointed to take 
their places. 


The majority of the trustees constitutes 
a quorum and the original charter pro- 
vision requiring five or more to consti- 
tute a quorum was only descriptive of 
the existing situation. The present 
Mayor of New York City may renounce 
as trustee but this creates only a tempor- 
ary vacancy and does not bind his suc- 
cessors in office. 
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TAXATION — Estate & Inheritance — 
Apportionment of Federal Estate 
Tax Negated by Will 


California—District Court of Appeal 


Estate of Parker, 98 A.C.A. 576 (July 11, 
1950). 


California Probate Code Section 970 
requires the federal estate tax to be 
apportioned among the various persons 
and properties in respect of which the 
tax is assessed unless the will directs 
otherwise. Alice Parker left a will dis- 
posing of her own estate and of a trust 
created by one Gilmore over which she 
had power of appointment. A codicil to 
her will provided: 

“SIXTH: Every legacy, bequest, devise and 
interest given under this Will or any Codicil 
to it, and any property passing in the probate 
of my estate or by reason of my death, shall 
be delivered free from all Federal Estate Tax 
and all Inheritance taxes imposed by any 
state, territory, or district of the United 
States. Such taxes shall be paid out of the 
residue of my estate.” 

HELD: Affirming the trial court, the 
quoted provision was sufficient to charge 
against testatrix’s residuary estate the 
federal estate tax assessed in respect of 
the power of appointment. 


TAXATION — Estate and Inheritance 
— Real Estate of Non-Resident 
Decedent Subject to Contract of 
Sale Held Taxable 


New York—Surrogate’s Court, N. Y. County 
Matter of De Steuers, N.Y.L.J. Aug. 18, 1950. 


A non-resident of New York contracted 
to sell an undivided interest in New York 
real estate. He died prior to the closing 
date. The sale was consummated by an 
ancillary administrator c.t.a. The State 
Tax Commission contended that the de- 
cedent’s interest in New York realty was 
subject to New York estate tax. The 
ancillary administrators contended that 
upon the execution of the contract of sale 
there was an equitable conversion so that 
the decedent’s interest consisted of per- 
sonalty, and hence was not taxable. 

HELD: The interest in New York 
realty was subject to New York estate 
tax. Equitable conversion concerns only 
those who have relations of contract or 
privity with the decedent or his estate. 
There is no equitable need for extending 
it to others. As between the estate and 
the taxing authority, the ownership of 
the property was in the decedent at his 
death. 


TERMINATION — Judicial Termina- 
tion of Trust not Permitted Where 
Trust is Active 
New Jersey—Superior Court., Chancery Division 

Speth v. Speth, 74 A. (2d) 344. 
Testatrix devised her residuary estate 
in trust, directing that net income be 

paid to her brother, James Speth “for a 

period of ten years on a quarterly basis” 

with the principal to him outright at end 
of the ten-year period. Trustees were 
further directed to use a portion of prin- 
cipal for his benefit “should some un- 








1894 


MARYLAND 
Trust Company 


BALTIMORE | 





Member Federal Reserve System 
Since 1917 


1950 


Here... 
In Florida 


The First National Bank of 
Miami offers you and your cus- 
tomers the same high quality 
of complete trust service they 
have a right to expect anywhere. 
All fiduciary matters—includ- 


ing cooperative ancillary ad- 
ministration—are given special 


attention. Inquiries welcome. 


TRUST DEPARTMENT 


The 
First National Bank 


of MIAMI 


Miami’s Oldest . . . Florida’s Largest 





625 








usual circumstances arise.” James Speth 
and a banking institution were desig- 
nated trustees. 

Before expiration of ten-year period, 
James Speth, in his own right, brought 
action praying trust be judicially term- 
inated on ground that he was sui juris 
and was vested with full beneficial own- 
ership in income and property itself, cit- 
ing that no spendthrift provisions ap- 
peared in will. 

HELD: Trust is active and must con- 
tinue as provided in will. Although bene- 
ficiary is sui juris and is vested with full 
beneficial interest in trust, intent of 
settlor must govern. Here intent was that 
full enjoyment be postponed for ten 
years. Purposes of trust will not be 
fully accomplished until then. Intent of 
settlor and not desire of beneficiary con- 
trols. 


WILLs — Construction — Bequest of 
Shares of Stock Held General Leg- 
acy 


California—District Court of Appeal 


Estate of Blackmun, 98 A.C.A. 455 (July 6, 
1950). 


Katherine Blackmun’s holographic will 
left to her sister Mary Fox a designated 
number of shares of six different corpora- 
tions, also “all other stocks in my name 
that I have not listed here.” After the will 
was made, the testatrix sold all the shares 
of stock except an insignificant amount. 
The question was, were the bequests to 
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Mary Fox specific, adeemed therefore by 
her sale of the shares, or were they gen- 
eral, in which case they would be given 
effect. 


HELD: As stocks were all listed and 
designation was not limited to shares that 
testatrix had at that time, the bequests 
were general. This result is not affected 
by the quoted expression “all other stocks 
in my name” or by the fact that she gave 
to her sister all contents of a designated 
safe deposit box adding “where all stocks 
are.” 


WILLs — Construction — Determin- 
able Fee Rather Than Life Estate 
Created 


Tennessee—Supreme Court 
Hinton v. Bowen, 230 S.W. (2d) 965. 


Testator described all of his prop- 
erty and bequeathed it to his wife in the 
following language: “All of the above 
is to be in Mrs. J. G. Bowen’s (Eunice) 
name or she is to get income if she does 
not marry again. Then if she marries all 
of this property goes back to Grady II.” 
Grady II was the son of testator. A con- 
struction of the will was sought to de- 
termine whether the widow had only a 
life estate in the property or a determin- 
able fee. The chancellor held that testator 
intended to create only a life estate for 
his widow, and that this estate was term- 
inable upon her remarriage. 


HELD: Reversed. No language in the 
will indicates an intention to create a 
mere life estate. The language which im- 
poses the condition as to remarriage im- 
plies no intention to create such a limited 
interest. Further, if the widow has only a 
life estate, the fee to this property is 
vested in no one. A construction leading 
to this result will not be made if a con- 
struction favoring the vesting of the 
estate is possible. 


This is not a bequest “during life or 
widowhood.” The widow is given the en- 
tire fee and has full dominion over it, 
subject to the condition as to remarriage. 
She is given the “income” from the 
property, and “the income from land is 
the land itself.”” She is vested with the 
personalty and has power to use, con- 
sume and convey it, subject to the condi- 
tion mentioned. She is not required to 
preserve the corpus during her life upon 
the theory that she might decide to re- 
marry in the future. Where one has a 
determinable fee in personalty, he has 
an unlimited power of disposition, in the 


absence of contrary provisions in the 
will. 
WILLs — Construction — Distribu- 


tion — Erroneous Decree of Distri- 
bution Supersedes Will 


California—District Court of Appeal 


Estate of Wallace, 98 A.C.A. 412 (July 6, 


1950.) 


Mrs. Wallace’s will created a trust for 
her brothers and sisters and their issue 
and made certain provisions as to what 
happened if her brothers and sisters died 
without issue. The decree followed these 
provisions in part, but contained a clause 
which was a clear departure from and 
misconstruction of the will. 


HELD: The decree rather than the 
will governs. The California rule is stated 
as follows: “It is settled by a long line 
of authorities that under the doctrine 
of res judicata a will cannot be looked 
to for the purpose of impeaching or con- 
tradicting a plain and unambiguous pro- 
vision in a decree of distribution, once 
the decree has become final.” 
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WILLs — Construction — Specific 
Legacy of Half Interest in Business 
Is Not Increased by Later Acquisi- 
tion of Other Half 


Massachusetts—Supreme Court 
Smith v. Wheeler, 1950 A.S. 921 — July 5, 


1950. 

The will contained a bequest of “my 
one-half interest in the taxi and garage 
business which I own in common with 
Joseph Sears.” Subsequently the testator 
acquired his partner’s interest in the bus- 
iness and at the time of his death owned 
the whole. 

HELD: The legacy was a specific leg- 
acy of a half interest in the business. The 
subsequent acquisition of the other half 
did not increase it, the latter half passing 
to the residuary legatees. 


WILLS — Construction — Technical 
Words Given Technical Meaning 
Even Though Contingent Interest 
Results 


Tennessee—Supreme Court 
Burton v. Kinney, 231 S.W. (2d) 356. 


Testator, an attorney, in the first clause 
of his will devised all of his estate to his 
wife for life. The next clause of the will 
provided: “I devise the remainder inter- 
est in said property in equal moities to 
my heirs and her heirs.” In a suit for the 
construction of the will, the Chancellor 
held that neither the heirs of testator nor 
the prospective heirs of his wife took a 
vested interest, but that both remainders 
were contingent. Those qualified to take 
the remainder could be determined only 
at the time of the death of the wife. 

HELD: Reversed in part. The intention 
of testator clearly was to divide his 
estate equally between his heirs and the 
heirs of his wife. This intention will not 
be defeated, however, by giving effect to 
his words as written, and giving a vested 
remainder to his heirs and a contingent 
remainder to the prospective heirs of the 
wife. Testator used a technical term in 
employing word “heirs.” It is the general 
rule that a remainder to the heirs of the 
life tenant is contingent, since a living 
person cannot have heirs. Until the term- 
ination of the life estate, the heirs cannot 


be determined. Therefore the Chancellor 
correctly held that the remainder interest 
in the heirs of the wife is contingent. 
Nothing in the will, however, shows any 
intention on the part of testator to post- 
pone the vesting of the remainder in his 
heirs until the wife’s death. They take 
a vested remainder. 


It was contended that testator did not 
use the word “heirs” in its technical 
sense, and that he intended to devise 
vested remainders to both groups of heirs 
in order that no persons born after his 
death might qualify as heirs of the wife. 
Testator was an attorney, however, and 
he used a technical term. The possibility 
of after-born heirs of the wife is too re- 
mote to justify the Court in giving a non- 
technical meaning to the words used. 
While the law favors the vesting of 
estates where possible, nevertheless the 
will is unambiguous, and the heirs of the 
wife have only a contingent interest. 


WILLs — Construction — Time of 
Survivorship Determined as of Life 
Tenant’s Death 


United States—Court of Appeals, 
District of Columbia Circuit. 


Caine v. Payne, 182 F. (2d) 246. 


Testator bequeathed his residuary es- 
tate in trust and directed the trustee to 
pay the income to a sister and niece, or 
all unto the survivor of them. Upon the 
death of the surviving life tenant the 
trustee was directed to pay over the 
estate unto three nephews “or the sur- 
vivors or survivor of them.” The surviv- 
ing life tenant died in 1948. Subsequent 
to the death of the testator but prior to 
the death of the surviving life tenant 
two of the three nephews had died. The 
deceased nephews were survived by their 
respective widows as next of kin. 

The District Court held that the 
nephews have acquired a vested interest 
in the corpus and that the interests of 
the two deceased nephews were not di- 
vested by their failure to survive the last 
life tenant. The surviving nephew ap- 


pealed, contending that as he alone 
survived he should receive the entire 
estate. 
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HELD: Reversed. Each of the nephews 
took a vested remainder upon the death 
of the testator, but such remainders were 
thereafter divested in the case of the two 
nephews who died before the end of the 
trust. Use of the* words “survivors” and 
“survivor” referred to survivorship 
among the nephews at the time of the 
death of the last life tenant and not to 
survival at the time of testator’s own 
death. The language used should be given 
its natural meaning which reflected the 
intention of the testator, namely, that 
unless a nephew survived when the trust 
estate for the lives of the sister and niece 
terminated, neither he nor his estate 
then retained any interest. 


WILLs — Construction — Unavail- 
ability of Funds to Meet Charitable 
Purpose not Shown 


Kentucky—Court of Appeals 


Searcy v. Lawrenceburg National Bank, 312 
Ky. 611, 229 S.W. (2d) 312. 


By the residuary clause of testatrix’s 
will, a trust was created the income of 
which was to be paid during the life of 
a beneficiary named therein, and there- 
after the trust estate was to be held by 
the trustee “as a hospital fund — to be 
added to any fund given to build a hos- 
pital in Lawrenceburg, Kentucky.” With- 
in approximately two years of the date 
of the death of the life tenant, the heirs 
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at law of testatrix brought an action 
seeking to have the trust estate delivered 
to them, it being alleged that all efforts 
to raise the necessary funds to erect a 
hospital had failed and that it was im- 
possible to secure such’ funds. The trial 
court, after sustaining a demurrer, en- 
tered a judgment dismissing the peti- 
tion. 


HELD: Affirmed. There was no show- 
ing in the record that all possibilities of 
obtaining a fund to erect a hospital had 
been exhausted. It may be that in time 
it can be shown that every possibility of 
erecting a hospital has been exhausted 
and that this trust must for that reason 
fail, in which event the funds could be 
distributed to the then heirs at law. 


WILLs — Probate — Failure to Sign 
Does Not Invalidate Will 


Missouri—Supreme Court, Div. 1 
Potter v. Richardson, 230 S.W. (2d) 672. 


Testatrix used a printed form of will, 
filling in the blank spaces appropriately 
except that she did not write her name 
on the signature line. She did, however, 
enter her name and the date in the verti- 
cal spaces, on the back of the form, which 
are used to identify folded documents. 
Testatrix’ heirs at law contested the will 
on the ground of faulty execution. From 
judgment on a verdict sustaining the will, 
contestants appealed. 


HELD: Affirmed. The Missouri statute 
(Section 520, R.S. Mo. 1939) pertaining 
to the execution of wills, requires “sign- 
ing by the testator.” Overruling Catlett 
v. Catlett, 55 Mo. 330, the statute does 
not require that testator’s name be “sub- 
scribed” (though it was in this case) or 
that the name be “affixed in the usual 
way of executing other instruments of 
writing” (not done in this case). 


Wherever the testator’s name appears, 
the question is whether it was intended 
that the writing of the name should com- 
plete and authenticate the document as a 
testamentary act. From the circum- 
stances of this case, the inference was 
reasonable that testatrix so intended and 
the issue was properly submitted to the 
jury. 


WILLS — Construction — Widow 
Given Life Estate with Power of 
Disposal 


Missouri—Supreme Court, Div. 1 
Glidewell v. Glidewell, 230 S.W. (2d) 752. 


Testator by his will disposed of his 
property as follows: 


“T own and possess real and personal prop- 
erty in my own right and desire to make the 
following testamentary disposition of the 
same, that is, if I shall die before my wife, it 
is my will and I hereby give, devise and be- 
queath to my said wife all property owned by 
me at my death. And it is my will that if upon 
the death of my said wife there shall be any of 
my property remaining undisposed of, I give, 
devise and bequeath the same to the Church of 
the Nazarene, to have and to hold the same 
absolutely.” 
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In a suit to contest the will of testator’s 
wife, who had survived him, a prelimin- 
ary issue was the nature of the interest 
acquired by the widow under the quoted 
provision of testator’s will. The trial 
court held that the widow received all 
of testator’s property in fee simple. 


HELD: Reversed. The last sentence of 
the quoted provision was a clear indica- 
tion that the widow was to receive a life 
estate with power of disposal and a 
devise of the remainder to take effect 
upon her death in the event she did not 
exercise the power. The term “property 
remaining undisposed of upon her death” 
rendered the power of disposal exercis- 
able only during the widow’s lifetime and 
not by her will. 


WILLs — Probate — Legatee Under 
Earlier Will is Interested Party 


California—District Court of Appeal 


Estate of Arbuckle, 98 A.C. 773 (July 24, 
1950). 


HELD: A beneficiary under an earlier 


will which would be entitled to probate 
if the contested will is declared invalid 
is an interested party and may contest 
the later will without probating the 
earlier one. 


A A A 


New Community Trust 
in Phoenix 


The establishment of the Phoenix 
Welfare Foundation, a non-profit organ- 
ization to provide more flexibility in 
fund giving for welfare purposes, has 
been announced by R. D. Walker, vice 
president of the Valley National Bank 
Trust Department, one of the organizers 
of the Foundation. “This organization 
provides a modern plan to perpetuate 
and guarantee the effectiveness of gifts 
and bequests from donors for charitable 
and educational purposes.” Mr. Walker 
noted. The five local trust institutions 
will act as trustees. 
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EMERGENCY BUSINESS CONTROL LAW REPORTS.— 
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